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The crest of the wave of popular Kftsfility 
to Big Business, as such, seems to \m%: 
passed; and the public mind apparently iS; 
turning from destructive to constructive con- 
sideration of what our scribes love to call 
THE PEOBLEM OF THE TRUSTS. Distinctions 
can at last be drawn between combination 
and monopoly, between size and wrong- 
doing. Professor Bruce Wyman, of Har- 
vard, has just published an admirable short 
treatise, entitled " Control of the Market," 
which sketches, with a terse clearness and 
quiet fairness most helpful to the average 
reader, the evolution of public opinion and 
the Common Law upon monopoly, from the 
Middle Ages down to our day — a booklet, it 
may be remarked in passing, whose absolute 
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demonstration of the responsiveness of 
courts and judges to current opinion ought 
to satisfy Mr. Roosevelt and lesser critics 
of the judiciary, that judges too are men, 
not property : and that tljey- generally place 
men before property in-.-prbnouncing justice. 
It seems to me worth., \vhile to supplement 
Professor Wym^H's'- most timely study of 
the evolutioij. of. 'opinion and law as to mo- 
nopoly wdth*'.a'' sort of companion work,— a 
short .study of the thing itself, the results 
acitCali^ 'achieved by such control of the 

^.ni'ai;Eet as has been attempted of late years. 

'■'•Fbr in all the flood of literature and de- 
nunciation which has half swamped our trade, 
I have not chanced to come across a single 
attempt to tell the public, in brief and 
simple words, citing such specific instances 
as are needed for popular enlightenment, 
how and why business grows big, how 
far it controls the market, and what have 
been the actual net results to hated Wall 
Street and our beloved selves of the so-called 
" gigantic monopolies," which have so long 
and well served as stock in trade for poli- 
ticians and reformers of other men's mis- 
deeds. A few students and economists have 
considered these results, and reassured them- 
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reives as to our situation; but in general 
it may be said that our valiant American 
people has never stopped running away from 
Big Business long enough squarely to face 
and " size up " its bogy. 

Therefore I will here set down in the 
order of their occurrence a few instructive 
stories from personal experience with fairly 
big business, in which I was engaged for 
many years; with short studies of a few 
typical Trusts, followed by a brief tabular 
exposition of the actual achievement as shown 
by their market values, quoted in Wall 
Street, of all the great industrial, railway 
and public service corporations which are 
popularly supposed to have a strangle-hold 
upon our national hfe. 

From these data I shall endeavor to esti- 
mate the dangers which really threaten our 
country from Big Business; those which 
arise from unreasoning hostility to great 
wealth, and the extent to which it seems, to 
an ex-official and also an ex-opponent of 
several Trusts, worth while to guard against 
both in enactment of law. 



^ 
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A TALE OF THE POWDEE TRUST. ILLUSTRAT- 
ING THE VULNERABILITY OF BIG BUSINESS 

The first " Trust " I ever encountered 
was i^ot then so called. The term had not 
been invented in the early '70s. I was a 
young fellow, confidential man for Peter 
White, the leading banker in Upper Michi- 
gan. He was president of the Lake Su- 
perior Powder Company, a small concern 
organized by the iron mine owners of the 
Marquette district to make their own blast- 
ing powder, because they thought the powder 
" Combine," composed of the Diipont, Laflin 
& Rand, iEtna and perhaps other large 
makers, was robbing them. It charged, as 
I remember it, $3.50 or $4.00 per keg. The 
new company contracted for three years at 
$2.50. 

As soon as the latter got into action the 
Trust dropped its price to $1.50, and the 
new company was forced to meet the cut 
despite contracts. The mines " stood pat " 

4 
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THE POWDER TRUST 

at that price in order to keep the new com- 
pany alive; but it made no money and ran 
along profitless for several years. This was 
very unsatisfactory, and one of the owners, 
an able man named Morse, proposed to the 
rest that if given a free hand he would 
smoke out the enemy. Mr. White and the 
others consented, and Morse took control of 
the Company's operations. 

The concern had been " bottled up " by 
the Trust in that remote corner of the 
United States, doing but a part even of the 
local powder trade, and at starvation prices. 
Everywhere else the combination did all the 
business at full prices. Mr. Morse proposed 
to spoil those prices wherever possible. 

His first move was carefully to ascertain 
how cheaply he could make powder, and he 
found that $1.00 per keg would cover first 
cost; and that he could freight it by water 
to various Great Lake ports for about 10 
cents per keg. He then made a couple of 
thousand kegs, loaded them on the little 
schooner " Oakleaf," captained by a dare- 
devil known as Poker Bill, and delivered 
some at Milwaukee, where an agency for the 
Wisconsin granite quarries was opened; some 
at Chicago, for the Braidwood coal fields ; and 
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SO all around the Lakes. Wherever large 
quarries or mines were using much powder, 
he offered it openly at exact cost, from $1.10 
to $1.25 per keg, the current Trust price hav- 
ing been from $2.50 to $3.00. 

Of course the Trust instantly met the cut 
and took the trade; for the buyers were 
afraid to patronize the weak newcomer. 
This suited Morse perfectly; for he did not 
wish to sell powder himself at such profit- 
less prices, but merely to compel the com- 
bination to do so, and force them to lose 
heavily on their great trade all througliout 
the Lake region. 

Well, the game was a success ; after a 
few months that conviction dawned on the 
Trust. Their representative came to Mar- 
quette, bought half of the Lake Superior 
Powder Company at $200.00 per share, 
guaranteed good dividends on the rest, 
agreed to keep the plant running and set 
apart for it the Marquette territory, and to 
give the mines a fair price in future. 

So the astute Morse pulled the little con- 
cern out of a nasty hole, and I never forgot 
the lesson in competition taught by the deal. 
It is that inflated prices are like children's 
balloons. A very small pin-prick lets the gas 
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out of them and down they must come. It 
was cheaper for the " Combine " to buy this 
particular pin at far more than its value than 
to let it keep on pricking. 

So it must always be. Much is said of 
the irresistible power of the great combina- 
tions, but they are in fact no stronger in 
fighting value than their strongest unit; and 
what is worse they cannot afford to use their 
strength if tackled in the right way. Given 
a competitor with knowledge and capital 
enough to build a new unit as modern and 
efficient as the best of the old ones, with 
nen-e and brains enough to offer the lowest 
prices in the widest field, not suffering him- 
self to be bottled up in one corner of it — 
such a man, without doing much losing 
business himself, can damage his big com- 
petitor beyond belief. One of two things 
is bound to happen; either he will be allowed 
to take such business as he can handle at a 
fairly profitable price — which will stop the 
price-cutting— or the big fellow will buy him 
out at such a " nuisance value " as he has 
been able to estabhsh. 

In the early days of the Trust Era, while 
the Trusts were young and foolish, they were 
thus " raided " most unmercifully. Witness 
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John Good's raiding the Cordage Trust, 
Claus Spreckels the Sugar Trust, and others 
too numerous to mention. The same game 
will always and inevitably be played so long 
as the big concerns, especially in their sales 
departments, continue to develop, as they 
must, young and ambitious men, who under- 
stand all the games, and prefer to branch 
out and play them for their own benefit. 
This the modern Trust magnates thoroughly 
understand. They have come to know, as the 
keener of them perceived from the first, that 
it is fatal to fight able competitors or to 
absorb weak ones ; and that the only sure 
way to protect their trade, which is always 
the lion's share, from frequent demoraliza- 
tion, is to do business normally at such low 
steady prices as to make raiding practically 
impossible. 

I have not followed the career of the 
Powder Trust since that episode of thirty- 
five years ago; but those in the trade tell 
me it has so far smashed the weak, and taken 
in the strong, as they came along, until now 
there is but one genuine competitor in the 
New York market. Powder sells at $2.60 
per keg, which should be fairly profitable; 
and the tarifi" keeps out foreigners. The 
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strong hold of the Trust upon the trade is 
due, however, more to broad facilities for 
delivery, storage and safe handling of all 
sorts of explosives and blasting supplies, than 
to prices. 

The independent dealers are bitter against 
the Trust, sa5dng it refuses to sell to them; 
and they express the opinion that if the 
protective tariff on explosives were aban- 
doned, and the Sherman Law were repealed, 
— so that competitors could import or manu- 
facture, fight or sell out at a " nuisance 
value," as they might find most profitable, — 
competition would come quickly enough, and 
come to stay. At present both the tariff 
and the Sherman Law operate to deter com- 
petition. 



Ill 



THE CHICAGO TELEPHONE COMPANY. AN 
nXUSTRATION OF NATURAL MONOPOLY 

There are a few natural monopolies, ad- 
vantageous to all concerned, and therefore 

9 

sure to persist as such. The Chicago Tele- 
phone Company, the first combination in 
which I was an " insider,'' was one of these. 

I was the representative of the Bell Tele- 
phone interests at Chicago from 1879 to 
1887, substantially the first eight years of 
conunercial development of that then new 
and wonderful invention. From 1879 to 
1881 there was keen competition with the 
Edison telephones operated by the Western 
Union Telegraph, until the Bell patents pre- 
vailed in the United States Courts, after 
which the Edison exchanges eveiywhere 
were merged into the Bell system. 

But the fight was long enough to demon- 
strate that there were seldom two successful 
exchanges in the same town. One or the 
other forged ahead in service and number of 
subscribers connected; and the rival exchange, 

10 
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even though charging less for service, lost 
subscribers and faded away into desuetude. 
The reason was simple — all the large houses 
had to pay for the larger exchange anyhow; 
and there was then no sense in paying for 
the smaller, which consisted mainly of dupli- 
cates, as far as important connections were 
concerned. In short it was, and is, to every- 
one's interest to be in the same telephone 
system; the ideal service being that which 
Mr. Vail, now president of the " Bell Tele- 
phone " and " Western Union " both, openly 
proposes — one combining all telephone and 
telegraph users in the land without excep- 
tion under one operative control — an abso- 
lute monopoly for the common benefit. 

When the exchanges were first consoli- 
dated in Chicago this monopoly was welcomed 
by the public. The two competitors had been 
charging during the war an annual telephone 
rental of $75.00 each. Upon combination 
subscribers were offered the option of the 
old service at old rates or the " joint service " 
of both exchanges upon one instrument at 
$125.00 per annum. It took some time, 
naturally, to make the mechanical connections 
between the two, which was done district by 
district, first the outlying, then the central 
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exchanges; the subscribers meantime waiting 
impatiently, eager for the broader sen'ice 
even at the higher price. Practically the en- 
tire body of some thousands of subscribers 
accepted this great raise in rates so gladly 
and quietly that it hardly got into the daily 
papers. Doubtless, had the Company waited 
until all mechanical connections were com- 
plete, and then notified patrons that willy- 
nilly after a given date the "joint service" 
would prevail at the increased rate, there 
would have been the devil to pay, and no 
pitch hot. But as the tiling was done, every- 
body was happy, for a while. 

Not very long after, however, a lawyer 
who did not pay his telephone bill had his 
library attached; and a politician who de- 
manded a free telephone did not get it. One 
went to the City Council, and the other to 
the State Legislature for laws attacking the 
telephone monopoly and its rates. The at- 
tack was bound to come in course of time. 
If these men had not commenced it, others 
would have found some pretext for doing so. 
Men naturally resent being obliged to come 
to a concern with which, rightly or wrongly, 
they have quarreled. The recourse to coun- 
cils and legislatures, to pohtical power, for 
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Tevenge— the opportunity for blackmail — 
is too obvious. The result has been that 
such bodies all over the country have been 
appealed to from the early days till now to 
regulate the telephone as a monopoly, en- 
tirely regardless of the fact that, since the 
patents expired, there has been a widespread, 
and here and there very energetic, competition 
from the so-called independent telephone 
companies. In Chicago, for instance, there is 
a very large exchange, the Automatic, claim- 
ing over 10,000 subscribers. It has not suc- 
ceeded, though promoters have again and 
again tried to galvanize it into life, by com- 
bining it with other independent companies 
outside the city, building toll lines to connect 
them, or even demanding of the State Legis- 
lature a law forcing the Bell system to con- 
nect its toll lines to the independent exchanges, 
The effort seems to be in vain, so far; the 
public takes no interest whatever in the wel- 
fare of this competing concern, and there 
has been in the press and City Council seri- 
ous talk of permitting the Bell system to 
buy it, and take it in out of the wet, for 
the good of its patrons. Of course, the Sher- 
man Law stands in the way, and the Bell 
Company, apparently, dare not buy ; and the 



Automatic Company's bankers, perhaps, dare 
not put any more money into such an un- 
equal competition; certainly the enterprise is 
in a difficult situation. 

In fact the people don't want competition, 
they want monopoly in the telephone busi- 
ness; but at competitive prices, or lower yet, 
if such prices can be had by compulsion of 
pohtical power. We may as well tell the 
brutal tnith: our honest citizens have not 
the slightest idea of risking a dollar of their 
own in telephone competition, no matter how 
inordinately profitable it is alleged to be. 
The plan put up to them by demagogues is 
to compel those whose money, unluckily for 
them, is already tied up in the principal tele- 
phone plants, to furnish service at the lowest 
rates which the courts do not reject as con- 
fiscatory. An alternative proposal is to con- 
demn the telephone properties, usually at 
cost of replacement, and operate them at the 
taxpayers' expense, at rates fixed without 
much consideration of cost of service. 

A very pretty illustration of the public 
indifference to principle, in fixing rates for 
public service, is the fight of the telephone 
users against rates measured by the number 
of calls made. At the outset the telephone 
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exchanges almost everywhere charged a fiat 
rental entitling the user to unlimited service; 
and from the beginning the great disparity in 
service rendered for the same uniform rental 
was a just cause of complaint. Nevertheless 
every attempt to charge strictly by measure 
have been fought by political means; and in 
most places there is a hybrid system of flat 
rates for the large user and measured rates 
for the small user, which hits the telephone 
treasury both ways. 

But I wander: the purpose of this tele- 
phone illustration is to show that there are a 
few businesses, such as the telephone indus- 
try, which are bound in the nature of tilings 
to remain monopolies; and for that reason 
in order to satisfy public opinion and to 
prevent " predatory " exploitation of popu- 
lar needs, are bound to be operated or con- 
trolled by the community. They seem to 
be very few; telephones with universal con- 
nections, street railways with universal trans- 
fers, and possibly steam railway's with 
through routes, are all that occur to me, 
which in actual practical evolution tend to 
become and remain monopolies, and logically 
demand regulation by government. 

As to all other business, big or little, the 
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facts, 08 I am attempting brief!}/ to set them 
forth in this booh, do not seem to me to 
justify the difficult, immense and uncertain 
task of regulation by statute and commis- 
sions, instead of by supply and demand. 

Returning to my muttons — what now has 
been the net result of the practical monopoly 
of the great telephone industry in the United 
States? Despite a very general smolder- 
ing antagonism, the controlling spirits of the 
Bell Telephone system, with extraordinary 
courage and hreadth of purpose, have gone 
on pouring millions into their property every 
year, trusting to the sense of justice of the 
people at large, to give good reward for 
honest usefulness. It now looks as though 
they would not be disappointed. They have 
always believed in good construction and 
service, fair rates, entire publicity and the 
issue of securities only for cash paid into 
the development of the property. They have 
accepted without reserve the principle of 
state regulation, and subject thereto openly 
proclaim their purpose to establish monopoly, 
as in the public interest. They have bought 
control of the Western Union Telegraph and 
some of the Atlantic Cables, and are extend- 
ing their principle of broadening and cheap- 
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ening service to these kindred industries. 
The last annual report of President Vail, 
which is worthy to he called a state docu- 
ment of the first importance, shows the net 
results achieved by this colossal near- 
monopoly; now capitalized at three times as 
much as the great Standard Oil Company. 
They are as follows: 

Investors have received an average return 
in dividends from first to last of about six 
per cent. The parent company's capital, 
paid for entirely in casli, was at the close 
of 1910 about two hundred and sixty-three 
millions of dollars. That of the local com- 
panies mider its control was some eighty- 
one millions of dollars. Total dividends 
paid in 1910 some twenty-five millions of 
dollars; which cost our ninety-two millions 
of people, or rather our sixty millions of 
adults, some forty cents apiece per anmmi, 
as the telephone investors' reward for be- 
stowing that great benefit upon the com- 
munity. I venture to surmise that even 
among the working classes there are few 
who do not get their money back every year 
in saving time and car fares by reason of 
the telephone. 

No " swollen fortune " was made by any 



18 BIG BUSINESS AND GOVERNMENT 

promoter of this industry. Probably the 
largest winning in telephony, said to be of 
three or four million dollars, was justly the 
reward of the distinguished inventor, Alex- 
ander Graham Bell, whose use of it has been 
as worthy as its winning. Perhaps because 
of this fact, and certainly because of its 
honest capitalization, broad management and 
natural usefulness as such, there has been 
and is no bitter popular hostility to Big 
Business as exemplified in the telephone 
monopoly. 

Note. — Since writing the foregoing chapter, I see 
in the papers of February 16th that President Mac- 
kay of the Mackay Companies announces open war- 
fare of his Postal Telegraph and Commercial Cable 
companies in combination with the Independent Tel- 
ephone companies against the Bell Telephone-West- 
ern Union-Atlantic Cable combination. This con- 
firms my main thesis that competition is in general 
bound to come ; but at the same time it rather upsets 
my prophecy that a natural monopoly will eventuate 
in the telephone industry. 

Well, I will let the prophecy stand ; and wait with 
interest to see how the thing works out a few years 
hence. The Mackay Companies are well financed, 
and Mr. Mackay and associates are good fighters. 
There is certainly room in the United States for two 
tel^raph companies ; and there may be for two tele- 
phone systems, if the natural advantages of a regu- 
lated telephone monopoly do not prove superior to 
those derived from competition. 



IV 

THE CHICAGO GAS TRUST COMPANY. DESTRUCT- 
IVE COMPETITION. THE EFFECT OF FORBID- 
DING COMBINATION IS TO DETER COMPETITION 

The Chicago gas combination, the second 
in which I was an " insider," was widely dif- 
ferent in character and evolution from the 
first. The gas business was old and open, 
not protected by patents like the telephone; 
and the Chicago field was the theater of 
repeated and fierce gas wars, of destructive 
competition, which by exhaustion of the 
fighters forced peace and combination. 

Long before my time two gas companies 
had, doubtless through fear of each other, 
divided Chicago between them, each staying 
on its own side of the Chicago River; the 
" Old " Gas Company to the east and the 
" People's " to the west. Both were operating 
under special charters, granted by the 
State away back in the '50s, before there 
was any general corporation act, and had 
power to fix their own rates for gas, not ex- 



ceeding $3.50 per 1000 cubic feet. Both were 
making coal gas. About 1885 new processes 
for making " water gas," enriched with 
naphtha or crude petroleum, came into use; 
and the promoters of two of them cast long- 
ing eyes on the rich competitive field offered 
by the growing city of Chicago. The owners 
of one process obtained what was known as 
the " Consumers' " franchise, fixing gas prices 
not exceeding $2.50 per 1000 feet, and for- 
bidding a sell-out to any other company. 
Another group got the " Equitable " fran- 
chise on Uke conditions, and both built plants 
east of the River. At once a fierce war 
broke out, and prices fell to $1.00 per 1000 
feet and stayed there for a year or two. 
The Consumers' Company could not meet 
bond interest and went into the hands of its 
bondholders. The Equitable Company never 
even started to make gas. The " Old " Gas 
Company, which was in the fighting district, 
and was very strong, did a tremendous busi- 
ness at the low prices, but soon found itself 
in an awkward position. Its large cash sur- 
plus was exhausted and its dividends stopped 
by the extraordinary expenditures on the 
plant required to meet the demand for gas 
created by reduction of price from $2.50 to 
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$1.00 per 1000. Its president, a man over 
seventy, fell sick under the strain. The 
" Consumers' " bondholders tried to sell out 
to him, but he would not, and indeed could 
not, lawfully buy. It appeared, however, 
that he was willing to sell his own company. 
So the Consumers' people, who were rich 
men, formed a syndicate to buy it, arranging 
at the same time to deal with the owners of 
the as-yet-idle Equitable plant. That con- 
cern, too, was forbidden by ordinance to sell 
out to its competitors. It was therefore de- 
cided to form the Chicago Gas Trust Com- 
pany, under the general corporation law of 
Illinois; not to operate, but to be a " holding 
company," and acquire, not the property or 
franchises of the warring companies, but their 
entire capital stocks, in exchange for agreed 
amounts of its own stock. There was no 
statute of Illinois for or against such a pro- 
ceeding; but the policy of the State was 
thought to be indicated as favorable to it, 
by a long existing statute permitting the 
consolidation of Illinois corporations, pro- 
vided that their businesses were germane to 
each other, and carried on in the same 
neighborhood. Such consolidation was not, 
however, attempted under this law, because 
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of an ambiguous phrase, probably referring 
to specific long-forgotten properties, which 
stipulated that " no more than two cor- 
porations now existing " should be so con- 
solidated. 

It was thought wise by the syndicate, 
while they were about it, to forestall further 
destructive gas war in Chicago, by taking in 
the " People's " Company also. It operated 
west of the River, and had once nearly gone 
to war with the "Old" Gas Company; the 
latter having commenced a tunnel for carry- 
ing its pipes under the River. The " Peo- 
ple's " people, captained by a strong and very 
able veteran, had prepared for an invasion, 
by building a new west side generating plant, 
under cover of a new corporation and fran- 
chise; but for the time being had laid no 
pipes. This plant the veteran called his 
"Little Joker"; and its purpose was, when 
the " Old " Gas Company or any other rival 
should commence laying pipes on the west 
side, to parallel them foot by foot, and sell 
gas down to SO cents, or give it away if 
need be. Thus the " Little Joker " would 
make the fight and the People's Company 
would stay out of it, losing of course 
its business in the fighting territory, but 
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keeping full sales and prices everywhere 
else. 

The People's Company was strong and 
had not been drawn into the war across the 
River, though it had wisely made what 
might be called a sympathetic reduction of 
prices from $3.50 to $1.50 per 1000 feet 
Plainly, such a well-equipped and formidable 
adversary could not safely be left in the 
rear; and the syndicate was practically forced 
to take it also. Thus the " combine " was 
rounded out, by force of necessity. 

There was not lacking another motive for 
its formation, namely, stock exchange ma- 
nipulation. The members of the syndicate 
were every one astute " manufacturers of 
Stocks and Bonds," as one of them once 
described himself to me, and gas stocks were 
popular securities on the leading exchanges. 
The opportunity for profitable flotation of 
the great Chicago gas properties was obvious, 
and not to be neglected. 

Well; the Trust was completed, and it 
promptly advanced the price of gas a very 
little, only to $1.25; then lower than in any 
city, except those where natural gas was avail- 
able. Despite this then reasonable price, war 
at once burst on the combination. The Press, 
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the politicians, the reform associations, the 
Council, the Legislature, and — always re- 
sponsive to public opinion — the Courts, ail 
got after the Gas Trust. The company was 
adjudged to have been incorporated for the 
unlawful purpose of monopoly, and there- 
fore to be itself unlawful. It was ordered 
dissolved by the Illinois Courts in the early 
'90s, and was, I think, the first corporation 
to suffer that fate. Its directors accepted the 
decree, abandoned the corporation, turning 
over its only property, the shares of the four 
gas companies, to a Trust Company; called 
in its own shares, and gave the shareholders 
instead the receipts of the Trust Company 
for their pro-rata proportions of the sub- 
sidiary shares. 

Of course, this proceeding changed neither 
the ownership nor the control of the four 
gas companies; for the receipt holders con- 
tinued to give their proxies carrying the 
management to the same experienced men as 
before. There was, however, one marked 
effect — the casting of a cloud of doubt over 
all corporate acts of the four companies; so 
that it became impossible to raise funds for 
the extensions of the gas plants demanded 
by the rapid growth of the great city. The 



gas business was good, profits were made and 
bond interest was paid: yet new bonds and 
shares could not be marketed. Dividends 
were earned but not paid; net earnings going 
into extensions. The receipts for shares were 
I a football on the Stock Exchange. Chicago 
politicians would " sell them short," then 
! introduce a hostile bill or ordinance in Coun- 
} cil or Legislature and get it into the papers, 
\ which would " bear " the market, and then 
) " cover their shorts " at a profit. The sit- 
uation was so impossible that I personally 
I got out in disgust, resigned and sold my 
shares in 1890. Some years afterwards a 
large owner of the stocks, now dead, went 
to the Legislature for rehef, and procured 
a special act legalizing the consolidation of 
'; the four gas companies under the old 
i " People's " charter. It was rumored at that 
;■ time, that the gang at Springfield, since 
( known as " Bathroom " and " Jackpot " 
! Boys, held up the man referred to for 
i' $200,000 in consideration of this legislation: 
i' but the act was sustained by the State Su- 
preme Court, and the People's Gas-Light 
!i & Coke Company — the same old combination 
— is a legal and solid monopoly to-day, under 
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Of course the gas business in Chicago re- 
mains open to all comers, and one or two 
attempts have been made to break into it 
since. The most important was the organiz- 
ing of and procuring a franchise for the 
Ogden Gas Company by a group of power- 
ful Democratic politicians. This franchise, 
however, carried the usual prohibition of sell- 
ing out. Consequently, when it came to 
financing, the prospect of bu3dng into a 
finish-fight, with great risk of total loss from 
destructive competition and no chance to sell 
out, was too terrifjjring for bankers; and the 
franchise owners, who were rich and nervy 
men, were forced to finance their project 
themselves, or abandon it. They finally did 
the former, built a small plant, laid pipes in 
a restricted territory, and commenced a fight, 
the details of which I do not remember, as I 
was then in Europe. The result was as 
before, rapid exhaustion, and a deal by which 
the People's Company leased the " Ogden " 
and guaranteed its bonds. It is still in oper- 
ation, I believe, under control of the former. 

Meantime, several ordinances reducing 
prices have been passed and accepted by the 
Company. The cost of gas has fallen as 
sales have risen under good management 




IHTCAGO GAS TRUST COMPANY 



and lowered prices. Good business judgment 
and some political pressure have marked the 
latter down to 85 cents per 1000. Yet gas 
prices are still useful in politics ; and the 
main slogan in the last mayoralty campaign 
was " 70 cent gas," and the Council demands 
that rate. The People's Company is now 
backed up against the wall dividing profit 
from loss, and has appealed to the Courts 
for protection against confiscatory regulation 
of its rates. 

Several interesting lessons are to be learned 
from the Chicago Gas history, often to be 
repeated in these pages: the first, that in 
businesses like gas, or other manufacture re- 
quiring large investment in plant, the latter 
becomes a total loss, unless it can be kept in 
operation. The competition of a stronger 
concern is absolutely destructive of the entire 
investment. The finish of a fight between such 
concerns is then, almost invariably, an attempt 
at a sell-out or a combination initiated hy 
the tsyedk, and not by the strong. It is the 
last resort of those beaten in the struggle to 
save some portion of their investment; and 
is seldom a deliberate device of the strong 
for the robbery of the public. The only 
justification for taking in a beaten competi- 
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tor is that a salvage can be made upon its 
property; and that it can ofttimes be oper- 
ated economically as part of a larger system. 
As a competitive factor it is already down 
and out. 

Now it takes bold men and large invest- 
ments to fight great old established industries. 
History shows, nevertheless, that both are 
forthcoming, provided the newcomer has 
two strings to his bow, viz.: that he can 
make good profits, if the Trust sustains 
prices, and lets him alone — or that he can 
sell out to the Trust at a good round " nui- 
sance value," if the Trust can be goaded into 
a general price war. If we forbid a sell-out 
by law, take away his second string, and 
leave to the would-be competitor only the 
alternative of a destructive competition, we 
simply do our best to scare off competition, 
and generally succeed in doing so. Hence, 
the Sherman Law is to-day a powerful 
deterrent to competition. 

A second lesson is that prices seldom go 
back to old high-levels after a price war, no 
matter if ended by combination. Volume of 
trade and low costs are always developed, 
low levels become familiar; and good business 
judgment recognizes that it would be a costly 
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mistake and cause heavy loss of profitable 
trade to return to ante-bellum figures. 
Moreover, the economies of consolidation and 
distribution usually enable the Trust to re- 
main content with but small advances. 

Finally— perhaps the most important les- 
son of the three— we see that though the 
" great State of Illinois " twenty years ago 
exercised its full power to dissolve combina- 
tion and restore competition, under simple 
conditions and in a circumscribed territory, 
where execution of its mandates was com- 
paratively easy, the attempt was a total 
failure. 

The State could not under the Constitu- 
tion forfeit the property of the Gas Trust 
stockholders in their shares; and so long as 
they held it, in the form of Trust Company's 
receipts, or any other form, they elected to 
manage its business the same trusted officers 
as before. Messrs. Billings and Brady have 
controlled Chicago Gas from the formation 
of the combination to the present moment; 
and they are first-class gas men, as energetic 
in developing the usefulness of that great 
property to that community, as well as to 
its owners, as if it had twenty competitors — 
politics to the contrary notwithstanding. 




THE TYPEWEITEE TEUST. COMPETITION IN 
QUALITY AND SERVICE AS WELL AS PRICE 

My last personal contact with a Trust was 
from the outside, as an independent bucking 
a combination. My experience on the inside 
had disgusted me with the helpless position 
of uncertainty, yet of responsibility, in which 
poUtics places those active in quasi-public 
business. I fairly longed to get into some 
open competitive field, where I could call 
my soul my own, and tell people to go to my 
competitors or to the devil if my ways did 
not suit. My evil genius pitched me, rather 
unexpectedly, over head and ears into a 
man's competition, the typewriter trade, then 
dominated absolutely by the Union Type- 
writer Company, known as . the Typewriter 
Trust. 

This was one of the early Wall Street 
"combines," formed, it was said, with the 
intention on the part of the leading members 
of unloading their holdings on to the market ; 
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if SO, the game did not work well. Some 
time about 1892 the five leading typewriters, 
Remington, Smith-Premier, Yost, Densmore 
and Caligraph, got together under Reming- 
ton control, and remained so. The capital 
of the comhination was twenty millions — sev- 
eral times the investment in the five concerns 
— and its policy was to keep all five factories 
going, with but three selling organizations, 
one each for the Remington and Smith- 
Premier, and a third for the Yost, Densmore 
and Caligraph; the salesmen of this last to 
offer all three machines at the same price, 
$100.00, the buyer to take his choice. No 
$100.00 machine had been left out of the 
combination, though it excluded several ma- 
chines hsted at $83.00 down to $35.00. 

The typewriter trade is a world trade; 
freights and duties being so inconsiderable 
that it is cheaper to pay them than to manu- 
facture at many points. Patents have long 
since expired, but mechanical difficulties are 
enormous, requiring years of evolution 
and hundreds of thousands of dollars to 
produce machines which will stand the 
grueling test of worldwide use. The dif- 
ferent languages, typography and station- 
ery of so many different countries, the pref- 
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erences of different markets for different 
finish and different keyboards, cause an end- 
less and costly diversification of product, and 
hea\'j' stocks of machines are carried at dis- 
tributing points. Second-hand machines 
must be taken in trade for new ones, and 
resold; single machines must be sold to girls 
(who prefer the machine they learned on) 
on monthly payments; great orders must be 
captured from governments and corporations. 
Foreign and domestic agencies must be 
erected, patent laws, trademarks, and ex- 
changes must be understood; credits must be 
made and financing soundly done. In short, 
there is no difficulty known to commerce, 
■which is not present in acute form in the 
typewriter competition; and out of some one 
hundred and fifty machines launched upon 
the market prior to 1900, the few successes 
might be counted almost on the fingers of 
one hand. 

" Here," doubtless thought the bankers 
who floated the Union Typewriter Company, 
" is a field where the power of combination 
must be invulnerable. No newcomer can 
make head against the great resources, the 
established names, the important patents 
(then alive), the worldwide organization, the 
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paid experts in every department, the 
tremendous prestige of the successful pio- 
neers, in a channel of trade so piled up with 
the wrecks of competitors." 

What was the result? The fools were not 
all dead, as I well know, and a lot of us 
rushed in where wiser men feared to tread. 
My concern, fay cutting prices, got along 
fairly well against the Trust; hut two new 
concerns, the " Oliver " and " Underwood," 
trusting to the novel feature of visible writ- 
ing, after a few stiff years' introductory 
fighting, shot ahead and developed formidable 
competition. Then Smith, a powerful mem- 
ber of the Trust, seeing the visible hand- 
writing on the wall, deserted it, sold out and 
put several millions of his gains into a new 
visible-writer of his own, which is now an 
important factor in the trade. 

The Trust battled bravely, brought out 
" visibles," used its weaker machines to cut 
prices for a while, then finding them a dead 
load, threw them {the Caligraph and Dens- 
more) bodily overboard, cleared the decks and 
is to-day fighting vigorously and fairly suc- 
cessfully against domestic and foreign com- 
petitors as powerful as itself, and too numer- 
ous to mention, for its share of the world's 
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high-grade trade; which is now perhaps 25 
or 80 per cent of the output. Originidly it 
controlled the whole. 

The weaker members of the Trust, owners 
of Yost, Densmore and Caligraph machines, 
by going in undoubtedly saved some part 
of their investment, perhaps all of it: Smith 
too made money by selling out; but the 
Remington, then and now the backbone of 
the concern, had for years to carry the dead 
wei^t of over-capitalization and profitless 
factories. It has been strong enough to pull 
through; but its owners would have been 
far richer men, if they had gone alone on 
their independent fighting way. Their 
greatest competitor, the Underwood, has 
never done anything else; and now, on far 
smaller original investment, pays dividends 
on values nearly up to those of the Trust. 

So much for the men who formed this 
combination. Their bankers probably made 
a 5 or 10 per cent commission for financing 
the deal. Those who bought the shares are 
getting full dividends upon ten millions of 
preferred stock — ^the ten millions common 
stock at present going without dividends, I 
believe. 

The eflFect upon the price of typewriters 
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to the public was nominal and ephemeral; 
but quality and service are far better than 
of old. The competition has been there. 

The lesson of the typewriter combination 
is that prices are often a subordinate factor 
in capturing trade — ^the dominating advan- 
tages in selling typewriters having always 
been quality, mechanical advantages, good 
deliveries, repair service and salesmanship. 

Monopoly was brief, and conferred no ad- 
vantage while it lasted. 



VI 



OF THE STEEL AND SUGAR TRUSTS. SIZE ALONE 
NOT PROOF AGAINST COMPETITION 

The Steel Trust is so over-discussed just 
now, that I refer to it but briefly to bring 
out one or two points worth noting. It was 
formed, as everyone now knows, to buy out 
Andrew Carnegie and avert his possibly 
destructive competition. 

The Carnegie Steel Company was no acci- 
dent. Away back in 1875, Andrew Carnegie 
and his brother Thomas, and the latter's 
family, came to Marquette, Mich., for the 
summer months, and to buy some Lake 
Superior iron ore properties. They put up 
at the old Northwestern Hotel, down by the 
Lake, where I then boarded; and I became 
well acquainted with them all. One evening 
after supper we sat out on the veranda, 
watching the sunset and shadows steal across 
the glassy waters of Marquette Bay; and 
Andrew Carnegie, in expansive mood, talked 
with enthusiasm of his business and its f uture^ 
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" We started," he said, " in the early '60s, 
my brother and I, and bougl}t our first mill, 
paying $10,000 down. There were four more 
annual payments to make of $10,000 each, 
but the gold premiums due to the war vir- 
tually paid them ; for there were no ' gold 
clauses ' in purchase contracts when ours 
was drawn. So we were lucky from the 
start. We made money fast, and went on 
from one enterprise to another, till now we 
have our coke and flux and local ores, our 
blast furnaces, merchant mill, special-shapes 
mill, bridge and Bessemer works. This sum- 
mer we are adding our Lake ores; next must 
come Lake ore-carrjnng vessels, and then, 
perhaps, a railroad from Lake Erie to Pitts- 
burgh. Later we must build a plate mill 
to use our surplus billets, and a wire mill 
to draw our crop-ends. That will give us a 
complete well rounded plant, from the raw 
material in the bowels of the earth to the 
completed bridge high in the air." 

" The iron trade," he went on^people did 
not talk much of the steel trade then — " is 
very broad, and subject to great fluctuations. 
In bad times it is cut pretty nearly in two. 
But it is always big enough for the man 
who can manufacture cheapest. He can al- 
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ways add his profit to liis cost, and that sum, 
no less, will be the market price. There will 
be room too for the next cheapest manufac- 
turer, and the next. But above them some- 
where costs will exceed prices, and works 
must shut down in bad times, or fail. Yet 
the man who has and keeps the ' underhold ' 
will always run full, always make money 
and always grow. 

*' Now Pittsburgh is the point of cheapest 
manufacture in the iron trade, and we can 
manufacture cheaper than anyone there; ex- 
cept perhaps Jones & Laughlin, and cer- 
tainly as cheaply as they. All we need then 
is to retain our present advantage. We must 
keep our properties up-to-date, adopt all 
improvements first, make prices that ■will 
take the trade, and keep running full, no 
matter what the others do. That has been 
our plan so far, and it has in these few 
years given us properties worth, at a reason- 
able valuation, fully $2,500,000." 

I was much impressed; and the talk re- 
mained imprinted on my memory. It has 
been most interesting all these years to watch 
the masterly way in which Mr. Carnegie 
followed out the foregoing clean-cut and 
simple plan: though it would probably have 



staggered even his imagination had it 
occurred to me that evening to predict that 
it would in little more than twenty-five years 
after carry the Carnegie properties, so 
proudly valued at $2,500,000, to actual sale 
at $425,000,000. 

I tell this tale for its human interest, and 
to bring out the point that Big Business is 
the offspring, not so much of combination, 
as of ruthless competition. Until Carnegie 
sold out to the Steel Corporation he was 
always a free lance. That was what plagued 
his competitors. They used to complain in 
Pittsburgh, that when prices were high and 
not enough steel to go around, Carnegie 
would join the steel beam pool, and main- 
tain prices; but when trade was dull and 
orders were scarce, he would cut loose from 
the pool and take them; that when every- 
one else was fighting union wage scales — 
this was before the Homestead strike — Car- 
negie would cut loose and sign them. In 
short he never sacrificed his underhold to 
any " entangling alliances " ; and his business 
grew so fast and huge that his profits for the 
year before the formation of the Steel Cor- 
poration reached the colossal sum of 
$41,000,000. 
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Consequently, when Mr. Morgan's Federal 
Steel Company, made up of the Vermilion 
Iron Mines, the Illinois Steel Company, the 
National Tube Works Company, and other 
units, each of which was weaker than Car- 
negie's, broke with the latter and commenced 
building a plant to make, instead of buying, 
its steel billets; and when Carnegie retaliated 
by commencing a great tube works, it looked 
as though the traditional " irresistible force " 
was to " strike the immovable body," with 
the disastrous result which no scientist has 
been able precisely to forecast. To avoid 
such a veritable cataclysm in the steel trade, 
the great Steel Corporation was formed and 
the Carnegie interests acquired, mainly paid 
for in first mortgage bonds. Kindred cor- 
porations were taken in at the same time, 
paid for in stock, enough to bring up the 
entire value of the combined properties to 
double the amount of Carnegie's mortgage 
and thus secure the latter amply. At least, 
so Mr. Carnegie told me some years later. 

Here, as in the Chicago Gas " Combine," 
the weaker parties in competition had to buy 
out the stronger, in order thoroughly to 
protect their own Investment; and then to 
combine the whole. Also, as in the Gas 
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case, but for the machinery of the Stock Ex- 
change, no combination would have been 
attempted or indeed have been possible. No 
vendors would have dared to put in their 
great properties for millions of mere stock, 
even at the inflated valuations proposed, un- 
less there had been some prospect of a ready 
market for the shares. The majority of the 
vendors to the Steel Corporation probably 
intended to sell their shares as fast as pos- 
sible, and many of them did. In anticipation 
of this, Sir. Morgan's masterly flotation in- 
cluded, as a first move, tbe formation of an 
underwriting syndicate of two hundred mil- 
lion dollars subscribed capital, of which 
twenty-five millions was called in at once. 
Armed with this reserve of cash and credit, 
he is said to have employed James R. Keene, 
the master manipulator of his time, to " make 
the shares active " and mark up their price 
upon tbe New York Stock Exchange. The 
most remarkable group of capitalists ever 
brought together lent their names as Direc- 
tors and their means as underwriters. The 
whole country went to " trading " in the 
shares, as tbey rose and rose under Keene's 
market generalship; and ever since they have 
been, as it were, the great open sea in specu- 
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lation, whose price levels mark the ebb and 
flow of all trade, and upon whose deep and 
ample bosom tlie craft of the speculator, 
large or small, can ride out the gales of 
finance, without fear of the reefs and shoals 
of the stock market that lie always close 
under the lee, in narrower issues. 

As everyone knows, the Steel Corporation 
has been managed for the most part with ex- 
traordinary breadth and skill. It was freely 
prophesied at first by the wise men in the 
trade that, having bought out most of the 
brainy men who had built up its constituent 
units, it would fall to pieces of its own bulk 
and weight. On the contrary, its present 
organization, largely of new men, is wonder- 
fully effective. But it is handicapped by its 
very size. Its capitalization is so huge, and 
its trade so great, that though entirely able 
to do business at starvation prices it cannot 
afford to do so. As I write, for instance 
(December 5, 1911), it is more than doubtful 
whether it is earning dividends on its common 
stock, at present low-record prices. It has 
averaged at the prices which have heretofore 
prevailed a profit of about 15 per cent on its 
gross turnover; too large a profit for security. 
Competition must develop and increase, as it 
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has already done, it seems to me. Though 
abundantly able to smash its weaker com- 
petitors by cutting prices, yet for the sake 
of its conmion stock dividends, and also prob- 
ably for political reasons, it has not dared, 
until now, to do so. Consequently it has 
for years held up the umbrella of moderately 
remunerative steady prices, over its com- 
petitors and customers alike, minimizing 
both the extremes of rise and fall. This 
steadying of price has been immensely profit- 
able to the Corporation itself, but yet more 
so to its constantly more numerous and pow- 
erful competitions. Jones & LaughUn, Cam- 
bria, Lackawanna, Bethlehem, Republic and 
other big concerns, have increased their trade 
far faster than has the Steel Corporation; 
so that, though it also has greatly grown, 
its proportion of the trade is steadily 
decreasing. 

Of late the Independents have crowded 
the Corporation out from under its own 
price umbrella, which it has consequently 
closed, and all are out in the wet; a meta- 
phorical way of saying that the Trust has 
stopped maintaining prices, while the others 
got the business, and is now out after its 
share of the orders at cut prices, with excel- 
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lent results to itself and the trade. If the 
Independents were not so big, it would now 
be in order for them, like the Independent 
Tobacco men, to set up a howl that Congress 
must lay the heavy hand of Government 
upon the Steel magnates and stop their in- 
fernal price-cutting. 

Meantime we hear no more of the much 
denounced " Gary Dinners." 

Such are the results at home. Abroad, if 
we may believe an English authority, who 
writes in the December, 1911, Atlantic 
Monthly, ("A British View of the United 
States Steel Corporation,'' T. Good), its over- 
capitalization and consequent enforced high 
wages and manufacturing costs have shut it 
and the United States generally out of the 
foreign market for steel, which has gone to 
English and German manufacturers, as 
shown by the following table: 

Ton/nage of Steel Shipped to Other 

Countries : 

United States England Germany 
1900 1,154,000 3,213,000 838,000 

1910 1,535,000 4,594,000 4,868,000 
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Mr. Good points to our successful start 
upon invasion of foreign markets in 1898 as 
an indication of what might have been done 
later but for the Steel Trust, and says that 
cost of pig iron and rails in the United States 
was far below foreign cost in 1898, but since 
has risen from $5.00 to $8.00 per ton here, 
while substantially unchanged there. Con- 
sequently, he says, with idle capacity here, 
nearly sufficient to supply the whole foreign 
demand, we take but an eighth of it; and he 
prophesies that the Trust will not be able 
to earn its common stock dividends. 

Well, we shall see. Costs are said to be, 
still, as low or lower here than abroad, and 
the Trust is again aggressively after export 
trade. Prices, too, are said to be lower here 
than abroad, so that it is not necessary to 
sell there cheaper than at home; a process 
always provoking poUtical attacks on our 
tariff-protected Trusts. The time seems ripe 
to drop protection like a worn-out garment, 
and leave our husky steel industry to take 
care of itself at home and abroad. The 
volume of trade resulting to the Steel Cor- 
poration would, I imagine, take care of itis 
common dividends, even at the low prices 
for metal necessarily thereby established for 
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b all time. For the common shares are no 

n longer " water " but have been thickened 

up with undivided earnings, and boiled down 
by concentration of enormous resources, into 
a good substantial porridge, useful to sus- 
tain financial and industrial life. 

The moral of the story of this Trust, the 
greatest of all corporations, is that great size 
instead of being proof against competition 
merely demands and develops a larger scale 
of warfare ; that inflated capitalization cannot 
command inflated prices, but on the con- 
trary is a heavy handicap in price warfare, 
being necessarily and at all times a tempta- 
tion to bold up the umbrella of artificially 
high prices, to the holder's own detriment and 
the benefit of competitors. 

Let us also consider how the Sugar Trust, 
which never was much over-capitalized, and 
is not at aU now, though it is a huge corpora- 
tion, demonstrates as clearly as the Steel 
Trust the fact that mere size cannot scare 
away competition. Professor Vogt's exhaust- 
ive monograph " The Sugar Refining In- 
dustry in the United States" (University of 
Pennsylvania pubhcation, 1907), is in itself 
a liberal education on the " Trust Problem." 
To summarize "Sugar" history in a few 
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words, it was formed in 1887 — after thirty 
years of destructive competition had reduced 
the number of refineries in the United States 
from sixty to twenty-three, by combining 
eighteen of the latter, leaving five independ- 
ent; capitalization $45,000,000; stockholders 
but twenty-seven in number. Prior to com- 
bination the destructive competition afore- 
said had reduced the difference between the 
market prices of raw and refined sugar, which 
in the early days of the industry had been 
twenty cents a pound, to 0.685 of one cent. 

By 1889, the Trust had raised this differ- 
ence to 1.252 of one cent, the actual cost of 
refining and distributing sugar, according 
to Professor Vogt, being, say, 0.625 of a cent. 
Under the stimulus of the resulting profit, 
by 1890, two big new modern competing 
plants had been built, and with the five in- 
dependent plants made hot competition, un- 
til the differential dropped to 0.706 of a 
cent, and the Trust's share of the trade fell 
to 66 per cent. 

The Trust then doubled its capital and 
took in all but two competitors; and these 
two stopped cutting prices. The differential 
went up again by 1893 to 1.153 cents. Again 
by 1895 four new competing plants had 
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been built, and a fifth sold to the Trust; in 
1896 Arbuckle built a sixtli, and in 1897 
Doscher built a seventh. The differential 
dropped to 0.50 of a cent, and once even to 
0.34; both figures being far below cost. 

This was too drastic for everj'body, but 
no further absorption of competitors resulted. 
The game of combination had been played 
out; and since that time merely a cessation of 
hostilities, called by Mr. Arbuckle an " armed 
neutrality," has prevailed, under which sugar 
brokers tell me that there is no fierce com- 
petition. Yet Arbuckles, Spreckels and 
three other large refiners are independent, 
and the " Segal " and another new refinery 
erelong will enter the market. The dif- 
ferential has averaged since the last advance 
in the tariff (1897) only about 0.80 of one 
cent a pound, of which the cost of refining 
and distribution has absorbed say 0.62, leav- 
ing the minute profit of 0.18 of one cent per 
pound, upon an average wholesale price of 
5.33 cents — or less than 4 per cent upon 
gross turn-over. Surely no reasonable per- 
son, despite certain contemptible and ex- 
traordinarily petty frauds on the part of 
the Trust, can say that, broadly speaking, the 
public has been greatly robbed, or the cost 
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of living extraordinarily enhanced by the 
operations of this combination, however self- 
ishly managed. 

Professor Vogt's conclusions of 1907, which 
my inquiries among sugar brokers confirm 
as valid to-day, are as follows : " The possi- 
bility of absolute control (by the Trust) in 
either beet or cane raw sugar is still remote "; 
also: " So far the Trust has not been able to 
levy an excessive tax upon the public; but 
has been able to secure for itself a constant 
margin of profit and to prevent cut-throat 
competition." 

Professor Vogt shows that the reduc- 
tion in the tariff on raw sugar in 1890, 
under the McKinley Bill, was followed by 
a drop in price of refined sugar of lyi cents 
per pound and by an immense increase in 
consumption. The tariff on raw sugar, im- 
posed to develop the domestic Beet Sugar 
industry — and incidentally a combination 
therein, now controlled by the Sugar Trust, 
though not a monopoly — was restored again 
in 1897 to the present figure of 1.9 cents 
per pound; which operates as usual to shut 
out the foreigner and make things easier for 
the domestic combination. 

But let me end this long chapter. Neither 
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Steel nor Sugar Trust has established a 
domestic monopoly, or long held oflF competi- 
tion. Just now a lot of big independent 
competitors are in evidence in each trade; 
and the game of combination is played out. 
There is an open price war on in the steel 
trade, and an " armed neutrality " in the 
sugar trade; with the tariflF stilts likely to 
be knocked out from under both trades at 
any time. Both great concerns are now 
fighting organizations — true battleships — 
able to hold their own against the world, tar- 
iflF or no tariflF; and are in my judgment 
on the threshold of their greatest prosperity 
and usefulness. For events far stronger than 
the Sherman Law have rung down for them 
the curtain upon that unpopular play, 
" Monopoly." 




OF STOCK EXCHANGE TRUSTS. 
IZATION 



OVER-CAPITAL- 



The earlier " Trusts," like Standard Oil 
and Sugar, were really such, and " trusteed " 
their property so as to secure community of 
. interest and action between owners of formerly 
competing plants ; who apparently did not 
plan to sell out, but to remain interested 
actively in all the plants instead of but one. 
Some form of evidence of ownership was 
necessary just the same, in aggregating such 
large values, and it took the form of Trus- 
tees' Receipts for equal parts or shares in the 
consolidated properties, generally like ordi- 
nary shares of stock of $100 par value each. 
These Receipts were made for convenience 
transferable by indorsement; and it was not 
long before they found their way into the 
open markets, on the " Curb " and on the 
Stock Exchanges. 

For some time banks and investors were 
shy of them; but as confidence grew in the 
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stability and dividend-paying power of the 
early Trusts, this shyness disappeared, and 
it dawned on Wall Street that here was an 
opportunity as great as that of the era of 
Railroad building had been, for new flotations 
of stocks and bonds made — not to keep, like 
" Standard Oil " and " Sugar "—but to sell 
to the public, like " Cordage " and " Ship- 
building." 

A veritable epidemic of Trust flotation 
possessed the bankers and promoters of the 
country from 1898 to 1903; and even before 
1898 many Trusts were formed mainly for 
Stock Exchange manipulation and the ample 
bankers' commissions involved. A great many 
of these, over-capitalized, inherently unsound 
and badly managed, promptly went to smash. 
Others were presently reorganized, scaled 
down, survived and became moderately suc- 
cessful. Moody's " The Truth about the 
Trusts " lists thirty-five such failures, capi- 
talized at 683 million dollars, and thirteen 
more in process of reorganization, capitalized 
at 528 million dollars. (The book appeared 
in 1904). A few examples of these Stock 
Exchange Trusts will suffice as illustrations 
of the fact that mere combination does not 
do away with the inevitable laws of economics. 





L 



STOCK EXCHANGE TRUSTS 



The " White Lead Trust " was formed in 
the iate '80s, heavily over-capitalized at 90 
million dollars, and controlling 80 to 90 
per cent of the then manufacturing capacity 
of the United States. A few strong con- 
cerns remained sturdily independent; as 
strong concerns are apt to do. Their com- 
petition and that of promptly built new 
plants riddled that trade, and the shares 
of the Trust dropped to 23 cents on the 
dollar, or less. Then it was reorganized (by 
some of the " Standard Oil crowd," who 
bought in at these low prices) into a cor- 
poration, the National Lead Company, 
capitalized at only 30 million dollars, half 
preferred and half common shares. Prices 
of lead were then moderately advanced. 

By 1903, so much had new competition in- 
creased, that a second combination called the 
United Lead Companj', and a Linseed Oil 
combination besides, were formed; and the 
control of both was sold to the Lead Trust, 
which for the purchase increased its stock to 
$45,000,000. 

Again new competition has developed. 
Further combination will not go; and to-day 
there are independent plants in nine large 
cities, and the Trust controls but 60 per 
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cent of the total capacity. It still holds its 
leading position, but rather by the owner- 
ship of old established brands, by diversifying 
its products, and by extensive selling facilities 
and good service, than by any attempt at 
monopolistic methods. Its tariff-protection 
prohibits competition from abroad, and is 
about double the difference between domestic 
and foreign costs, consisting mainly of the 
protective tariff on the metal lead. If lead 
and white lead were put on the free list, the 
price of the latter would fall from about six 
to, say, five cents per pound; and the Ameri- 
can manufacturers would probably still do 
most of the business. The attempt to mo- 
nopolize by combination has utterly failed 
in this industry. The National Lead Com- 
pany is now a sound healthy competitive 
concern, paying 7 per cent on Its preferred 
shares, and a small dividend on its common 
shares, which sell (November 4, 1911) 
around 45. These are reasonable dividends 
on its real capital; and the stock market has 
squeezed the " water " out of its original 90 
million dollar valuation. Prices of white lead 
are in low equihbrium. 

The American Can Company was formed 
by the Moore Bros, in 1901, with an inflated 
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capital of 82 million dollars. It took in 
about 90 per cent of the tin can manufactur- 
ing capacity of the United States. Its pro- 
moters had been successful Trust builders 
in other industries; but for some reason, per- 
haps because cans seem very hollow affairs, 
this Trust did not sell well in the stock 
market, and its promoters were unable to un- 
load their stock (so it was said) on the pub- 
lic or on the Steel Corporation. At any rate 
they have remained in control of it ever 
since. Competition vast and various 
promptly sprang up; prices were cut and 
profits went glimmering. The shares were 
slaughtered in the market for several 
years. 

The Moores sat tight, however — perhaps 
they could do nothing else — put in good 
management, dismantled a lot of inferior 
plants, enlarged the best and most favorably 
situated, stopped dividends and entered the 
competition vigorously. After some years 
of thus " taking its medicine " this Trust, 
too, is now sound and healthy. It has, for 
several years, paid a preferred dividend of 5 
per cent; but dividends on the conunon 
, shares are still distant. They sell (November 
14, 1911) at about 10 cents on the dollar. 
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Competition, not combination, is restoring 
this sick Trust to health. 

The International Mercantile Marine 
Company was formed by the great Morgan 
house in 1902, with total issues of 179 million 
dollars of stocks and bonds. It bought sev- 
eral of the greatest trans-oceanic steamship 
lines — and made traffic agreements with 
other great German, French and English 
Companies that remained outside the " com- 
bine." It controlled enormously valuable 
terminals and railway connections on both 
sides of the Atlantic, was managed by ex- 
perienced men grown gray in the service of 
the constituent concerns and proposed great 
economies in the getting and routing of 
business. 

But it is said to have paid too dear for 
the companies bought; the ocean is too free 
for its competitors of all nations; our pro- 
tective tariff and navigation laws heavily 
handicap the purchase and operation of ves- 
sels under the American flag, while the gov- 
ernments of foreign countries back their own 
lines with subsidies. For these reasons, or 
others which I am too ignorant to give, this 
Trust is as yet unsuccessful, riddled by com- 
petition and unable to do much more than 
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meet interest on its debts. Dividends on its 
preferred and common shares are painfully 
invisible, and they sell (November 4, 1911) 
at 14 and 4, respecti%'ely, giving an aggre- 
gate market value of but 9 million dollars 
for 102 millions par value of shares. So far, 
even the constructive genius of a Morgan has 
not been able to rehabilitate the Mercantile 
Marine Company, though I have confidence 
that brighter days for it will sometime come. 
These tlu"ee unfortunate ventures do not 
stand alone. Moody lists, as far back as 1904, 
no less than forty-eight unsuccessful trusts 
capitalized at 1132 millions of dollars. I sin- 
gle out the above for illustration here, because 
they were the confections of the Slorgan, 
Standard Oil and Sloore parties, one or other 
— that is, of men of powerful constructive 
influence and ability, dominant in the so- 
called Money Trust; and because it is the 
fashion to say that these particular men and 
a few others literally carry the United States 
in their breeches pockets, and with their 
enormous power will set aside the course of 
trade, reverse all economics, make water run 
up hill, and the like— unless Congress shall 
re-enact the once eternal laws of gravity, 
supply and demand, etc., and bid the world 
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rely for their enforcement on a mixed com- 
mission of politicians and reformers. 

Boshl The fact is — and no candid man, 
who opens his eyes to the selfish and hard- 
hearted quotations of the New York Stock 
Exchange, can blink that fact — ^that every 
attempt to evade the inexorable law of the 
survival of the fittest, by combining the unfit 
together with the fit, has merely loaded the 
former on the back of the latter, and weighed 
down the whole, as Sindbad the Sailor was 
weighed down by the Old Man of the Seai 
In the long run — not so very long either — 
the burden has had to be thrown down, the 
unfit has had to be sloughed oflF and the fit 
only retained. For this reformation neither 
passion nor panic has been needed, nor the 
wrath of Gods and men, nor the might of the 
people, nor Congress, nor even Mr. La 
FoUette; nothing but the quiet action of the 
laws of trade — ^and a swing or two of the 
scythe of Father Time. 




OF TEUSTS OF OVEB TWENTY MILLIONS CAPITAL 



Illustrations like the foregoing could be 
multiplied five hundred times, were there 
space and need to do so. Let us pass on to 
such totals as are easily available. 

The most complete review of the concerns 
under consideration, Moody's " The Truth 
about the Trusts," dates back to 1904. Since 
then the Wall Street industry of grinding 
out Trust securities has received a severe 
setback by the depressions of 1904 and 1907, 
by the failures of so many Trusts organized 
for Stock Exchange purposes and by grow- 
ing dread of the Sherman Law, resulting 
from the " Roosevelt policies." I will not 
take the time to retabulate and bring 
down to date Moody's totals. Popu- 
lar attention and denunciation have been 
centered on but a few of the biggest Trusts 
and the richest magnates. Readers will 
probably agree with me that the case against 
the whales of monopoly is at least as strong 
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; AND GOVERNMENT 

as that against its minnows. I will there- 
fore tabulate only some fifty-three big con- 
cerns — being approximately all those capital- 
ized above 20 million dollars — and will 
assume that the average of success, failure, 
earnings and profits, of these big fellows 
may be taken as fairly representing those of 
the whole of Big Business in corporate form. 

I have divided the concerns tabulated 
roughly into four classes. Class 1, Corpora- 
tions that pay interest on bonds and full 
dividends on both preferred and common 
stock; great successes. Class 2, Corporations 
that pay interest on bonds, full dividends on 
preferred, and part dividends on common 
stocks; moderate successes. Class 3, Cor- 
porations that pay bond interest, but barely 
pay dividends on preferred stocks only; pos- 
sibly moderate successes in course of time. 
Class 4, Corporations that pay interest on 
bonds perhaps, but offer no prospect of 
dividends even on preferred stocks ; non- 
successes. 

Besides these, there might be made a fifth 
class, of Corporations above 20 millions capi- 
tal, which have broken, and become defunct; 
total failures. 

As the best measure of the achievement 
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to date of these concerns, I have tabulated 
their entire issues of stocks and bonds, and 
the market values November 4, 1911, of their 
common stocks; for the reason that, in capi- 
talizing these combinations. Wall Street has 
found by experience that to make them sal- 
able, bonds must be limited in amount to 
half the value of the property underlying 
them, and preferred stocks to the value of 
tangible property in excess of bonds. All 
other or intangible property, such as good 
will, trademarks, patents, contracts, and ex- 
pectation of profits by reason of combination, 
have therefore been represented in capitaliza- 
tion only by common stock. Such " water- 
ing " as has been done is in this class of shares: 
so it may safely be said that the success or 
failure of the average Trust may be judged 
from the market price of its common stock. 
This price tends to approach par, as the 
earnings applicable to dividends on common 
shares approach 7 per cent thereon. 

The common stocks of the Railway Com- 
panies were largely " water " when issued 
years ago, though they now represent solid 
property paid for by the undivided earnings 
of many years. It is often said, therefore, 
that the industrial common stocks are all 
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" water," too. On the contrary, a very large 
amount of them were paid for in cash, as 
for instance "Bell Telephone" or "Pull- 
man"; or in property worth more than the 
shares, as " Harvester." At a rough guess 
I should say that half of all the industrial 
common shares, and all of the preferred 
shares and bonds, represented good property 
when issued. 

It is evident from the tables and summary 
that, but for the extraordinary success of the 
19 Trusts of the first class, the average suc- 
cess of the whole 58 would be nothing to 
cause insomnia to the average voter. If 
he could but take his jaundiced eye oflF 
Rockefeller and Duke and Havemeyer for a 
space, perhaps he might yet sleep while it is 
night, and by daylight look calmly at the 
whole modern industrial situation. Here it 
is, at any rate, as it appears to me. 
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OF BIG BUSINESS AS A WHOLE. ITS COST AND 
TALXJE TO THE COMMUNITY 

The foregoing tables include, as I have 
said, most of the concerns having 20 millions 
or more of outstanding securities. It is not 
vi-orth while for this mere outline of so large 
a subject to make the laborious search of 
old records necessary for absolute complete- 
ness and accuracy. The figures above given 
are from the Financial Chronicle (of Novem- 
ber 4, 1911), a recognized authority in Wall 
Street: and those which follow are from an 
equally reliable source, Poor's Manuals of 
Railroads and Industrials, for 1911. With 
them before us it is possible to get an ap- 
proximate idea of how much Big Business 
costs the people ; and how much of this 
cost is " Trust robbery," so called. 

Poor's Manuals enumerate about 5700 
steam and electric railroads, and 10,500 in- 
dustrial corporations. Moody's " The Truth 
about the Trusts," 1904, enumerated 6 great 
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railroad systems; 10 lesser railroad systems, 
or independent groups of roads; 111 groups 
of franchise corporations; and 318 industrial 
Trusts; in all, 448 Trusts (as Moody called 
them) controlling 7664 different corporations. 
Probably Poor's compilation, which is later 
and larger, includes many organized since 
1904, and probably also Moody's " groups," 
or " Trusts," still exist for the most part, 
and control 9000 or 10,000 of Poor's 16,200 
corporations. These figures look formidable; 
hut this is a big country I The number, 
capitalization, and 1910 earnings of them 
all were as follows: (Poor's Manual, 1911) 
5700 roads stocked for 8381 millions and 
bonded for 10,510 millions, earned net 1,120 
millions of dollars. 10,500 Industrials, 
stocked for 13,100 millions and bonded for 
4397 millions earned (assuming the same 
rate of earnings for all of them as for about 
40 per cent of their number that made com- 
plete returns to Poor, namely 6 2-3 per cent 
upon entire capitalization), net 1159 millions. 

Total earnings, paid out in bond interest, 
dividends on stock, or held undivided, of the 
16,200 corporations, say 2279 million dollars 
for 1910. 

The 1910 Census enumerates some 92 



million people in the United States, of whom 
(adopting the ratios of the 1900 Census) 35 
million are gainfully employed bread- 
winners. Therefore, the entire cost of Big 
Business, for interest on capital, and profits 
divided and undivided, for 1910, was in round 
numbers $65.00 per annum per bread- 
winner. If we assume that of the 21,000 
millions of stock issued by Big Business 
(beside bond issues) 10,000 millions still 
represent nothing but " water " — a large 
assumption and purely for the sake of argu- 
ment — then 10-36ths or 28 per cent of the 
$65.00, i.e., $18.20 per annum per bread- 
winner, would be the so-called robbery per- 
petrated by high finance. 

It is plain that neither of these suras, 
whether legitimate or robbery, is big enough 
to account for the rise in cost of living for 
which the Trusts are held responsible: for 
the 1911 Census shows an increase of average 
annual earnings of manufacturing wage-earn- 
ers (which are, the report says, slightly 
above average cost of living), of from $426.00 
to $578.00 or $92.00.* Furthermore, not the 
whole $65.00, or $18.20, can rightly be taken 
into account; but only the increase of this 
tax for capital and profits levied by Big 

* SincB 1900. 
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Business. The question must in fairness be 
raised, what would have been the earnings 
of the community, and what the tax for 
capital and profits, had there been no Big 
Business? Now there is abundant evidence to 
show that the cost of capital and financial 
profits to the conmiunity is constantly de- 
creasing; and that per contra the earnings of 
the community are constantly increasing, by 
reason of Big Business. This I will consider 
in a later chapter, as unfortunately Poor's 
Manuals for 1900 do not contain such tabula- 
tions of corporate earnings as are found in 
issues of 1911; so that I cannot make here 
the direct comparisons which would naturally 
be expected. 



THE FAILURE OF COMBINATION TO MONOP- 
OLIZE 



The foregoing tables show how futile has 
been the attempt to monopolize the market, 
or control prices, by means of combination. 
Of the 50 biggest Trusts, of over 20 miUions 
capita], only 3 have substantially no domestic 
competitors, and only 4 have but small ones; 
I while 10 have moderate, 3 considerable and 

I 33 have large domestic competition. 

F Of the 3 that have no competition, one — the 

f Pullman Company — is rather a natural mo- 

nopoly than a Trust; and most railroads re- 
tain its cars rather than run their own, for 
the convenience of the public in avoiding 
L change of cars in passing from hne to line, 

■ and for its ability to respond to emergency 
I demand for equipment. Another, the Mer- 
I cantile Marine Company, practically never 

■ had any domestic competition, because of 
I our tariff and navigation laws, that limit us 
I to coast-wise traffic, in practice. It has, of 



course, only too much foreign competition. 
The third, the Harvester Company, has, I 
am told, as yet no serious domestic competi- 
tion in the harvester Hne, but has in its 
other hnes. Its management has been so 
efficient, its prices so kept down, its machines 
of such world-wide reputation, that no one 
has yet started up in serious competition. 
This comfortable situation is not hkely to 
last, however; for its ratio of profit to gross 
turnover, some 16 per cent, is too tempt- 
ing for so large an industry. Already it is 
said that the great Deere Plow concern of 
Moline, a foeman worthy of the Harvester 
Company's steel, will soon bring out har- 
vesters of its own upon the market. 

" Tobacco " and " Standard Oil " in the 
next class, ranked as of small competition, 
yet have competitors in considerable num- 
ber, some of them of no mean size; and their 
number is increasing. Still, the volume of 
their trade is small relative to that of these 
big fellows. The competitors of the " Pow- 
der " and " Shoe Macliinery " Trusts are 
both few in number and unimportant in size; 
these two concerns being of the rerj' few that, 
by Trust methods as well as inherent ad- 
vantages, have really controlled <!omestic 
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thJ; 'Failure to monopolize is 

markets and prices. Yet there is talk of 
new shoe machinery from St. Louis; and it 
is within my knowledge that a very rich man, 
who died not long ago, had spent several 
hundi-ed thousand dollars in creating a com- 
plete independent line of shoe machinery, 
which would have been in competition with 
the " United " but for his death, and still I 
believe impends upon the trade. 

Except these seven, all the rest of the 
big Trusts meet from moderate to large com- 
petition; and neither maintain monopoly, nor 
depend upon it for their trade. They hold 
the latter, though not with ease, by moder- 
ate prices, usually superior quality, known 
brands, large facihties, good dehveries and 
credits, and strong organization. 

As for the Lesser Trusts, among the long 
list of 298 named by Moody in 1904-, out- 
side of a few which are protected by unex- 
pired patents or trademarks, I note to-day 
only the Express Companies, as free from 
substantial domestic competition. 

Surely there is nothing in the results thus 
far actually attained by the Trusts sufficient 
to scare us all out of seven years' growth; 
or even out of reliance on old-fashioned 
economic law. As I write, Mr. Carnegie, 
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testifying at Washington in the Steel Trust 
investigation, says, " There is no competition 
in steel"; that "they can sit down and fix 
prices"; and that Government must name 
maximum figures to protect the people. 
Judge Gary, for his part, says Government 
must do the same, apparently to protect the 
Steel Corporation and its managers, as well 
as the people. I hesitate to doubt the judg- 
ment of two such authorities; yet the same 
daily papers (January 12, 1911) that quote 
Mr. Carnegie, note that " Independent Steel 
makers are resimiing the price-cutting of last 
year," the same that put the Gary Dinner 
prices out of commission. I recall, too, how 
at different times the French " Secretan Syn- 
dicate " and the " Amalgamated Copper " 
crowd sought to control the price of copper, 
a metal no more universal than iron; and 
came to distinguished grief under the weight 
of the world's copper tmnbled on their bank 
accounts. 

Why not wait a bit, take off the tariffs, 
and see what the world will do with prices 
of steel and the like, before turning them over 
to a Commission at Washington? Suppose 
the Commission should fix them, and the 
world should not obey; what would the Com- 
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mission do about it? Probably what Canute 
did, when the tide ignored his royal command 
not to rise. He is said to have seen the joke 
on himself. 



XI 



OF THE TAEIFF AND THE TRUSTS 

Befoee the passage of the McKinley Bill, 
I was one day in a parlor car going out to 
G^eneva Lake, where many of Chicago's 
richissimes have country places. Next me 
sat one of the brothers Norton, at that time 
perhaps the largest makers of tin cans for 
fruits, meats, etc. I said something to him 
about the proposed tariff upon tin-plate, and 
that I supposed he would have to join the 
fight against it to protect his business. " Not 
at all," he replied, " it suits me down to the 
ground. In the first place I have laid in a 
big stock of tin-plate; and in the next, I am 
going into the manufacture of tin-plate in 
this country." " But," I answered, " is not 
that dangerous? Here is a new business, 
involving large plant investment, put up in 
air by the Republican Party. Suppose the 
Democrats come back into power a few years 
hence, and knock the tariff out from under 
it. Will it not come down with the con- 
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ventional dull, sickening thud?" He reflected 
for a moment and then replied, " Perhaps 
yes. But that does not worry me. You see 
I am an inventor ; as you know, I have gotten 
up all my own can machinery, and I put 
my wits and my experimental department at 
work some years ago on tin-plate. I have 
evolved a machine with which one American 
can do the work of seven Cornishmen in dip- 
ping tin, performing, mechanically, the suc- 
cessive operations done there by different 
hands. I can make tin-plate to-day as cheap 
as they can, despite excessive cost of labor 
and material; and whatever tariff protection 
I get will be so much ' velvet.' Of course I 
figured that all out long ago, before com- 
mitting our firm to this venture." 

This was in 1890. The McKinley Bill 
passed ; Norton and many more built tin- 
plate mills, and " an American Industry was 
created." The price of tin-plate at Swansea 
(England) was then around $3.00 per box 
of 100 pounds: the duty had been $1.40 and 
was fixed at $1.00 for a year; after that at 
$2.20. The price at New York before the 
Bill passed was $4.36. It jumped to $5.30 
at once, and remained around there for years, 
a figure so profitable that by 1898 nearly 
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300 domestic mills were making tin-plate, 
and fierce competition gradually drove the 
price down to $2.90. Then 95 per cent of the 
mills went into the Tin-plate Trust, capital- 
ized at $46,000,000. In 1899 the price was 
$3.98, in 1900 it was $4.51, and by 1902 the 
Trust (the American Tin Plate Company) 
had been absorbed by the United States Steel 
Corporation in consideration of some $63,- 
500,000 of its own shares! That Corpora- 
tion has held the price fairly steady around 
$8.60 to $4.00 ever since. It is now about 
$3.60 at New York, as compared with $3.20 
at Swansea — the duty now standing at $1.20. 
The net result is that we have always paid 
and still pay more for our tin-plate than 
the Britons do; we have one more industry 
and also one more Trust. The Steel Cor- 
poration, nevertheless, has now strong do- 
mestic competitors, and prices are not so 
very far above what they would be, were 
there no duty to pay on Swansea tin-plate. 

Other nations are taking our nostrums, 
and will soon have our stomach-ache in con- 
sequence. In 1909 I sold the typewriter 
manufacturing plant above mentioned, and 
shipped it entire to an old and important 
French Company, which is now making that 
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typewriter in France, They promptly took 
me to the Minister of Commerce at Paris 
and asked me to tell him the rates of duty 
imposed by the United States and other coim- 
tries upon typewriters. Thereupon the 
French Government at once imposed a duty 
about equal to 40 per cent ad valorem upon 
American and Gemian machines, " to create 
a French industry." They have done it, 
certainly: and in a few years they may ex- 
pect a ayndicat in the new business, as 
other American and German companies open 
factories there. Meantime the French will 
pay more for typewriters. 

Shutting out foreign competition by tar- 
iff walls seems, therefore, merely to facilitate 
the formation of Tnists. The difficult task 
of making them successful must certainly 
become more difficult the farther they try to 
spread out. At present, under our largely 
prohibitory tariffs, the situation of our 53 
big Trusts is as follows: 

43 have substantially no competition from 
abroad: 1 has but small, 3 have moderate, 2 
have considerable, and 2 have large foreign 
competition in the home market. 

Now, many of them are active and success- 
ful competitors in foreign markets, despite 
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high cost of wages and materials here, and 
the handicap of freight and foreign duties to 
pay. If they, can fight thus successfully 
abroad, they certainly can at home — protec- 
tion or no protection. The coming lowering 
of our tariff wall, will not, in my judgment, 
bankrupt many, if any, of our great indus- 
tries ; but it certainly will tend to reduce home 
prices, and to emphasize the fact that com- 
bination fails to monopolize. 



SPECIAL PfilVLLEGE 



In these insurgent days we hear much 
fervid oratory against " special privilege " ; 
and when I first commenced this investiga- 
tion, without having thought far in that par- 
ticular direction, I rather took it for granted 
that the horns, hoofs and tail of the devil of 
special privilege would peep out from under 
the decent frock coat and silk hat of all Big 
Business. But now that I come to look for 
these devils, they are, hke our old friend 
Satan, imaginary demons. 

Let the reader look for himself at the Big 
Trusts of Classes 1 and 2, for instance, and 
say what single privilege any one of them 
enjoyed or now enjoys, that was not, at the 
beginning, open to everybody, except rights 
under patent and trademark laws, conferring 
monopoly, and tariffs shutting out foreign 
competition; all of which are in conformity 
with our settled public policy, for the pro- 
motion of invention, the protection of the 




88 BIG BUSINESS AND GOVERNMENT 

fruits of past industry, and the development 
of our domestic trade. 

List No. 1 commences with the Sugar 
Trust. What special privilege did Have- 
meyer have that Arbuckle or Segal had not, 
or that you and I have not? The tariff to 
protect him against the foreign maker of 
sugar protects the others as well. They are 
equally free to huy beet sugar lands or 
Cuban plantations. His trademarks and 
process patents are rightfully his. What 
special privilege does he enjoy? 

Next comes " Tobacco." The trade is 
open to all the world. When the Richmond 
Straight Cut factory started to advertise and 
introduce that brand of cigarette (now I 
believe one of the valued and lawful monop- 
olies of the Trust) what special privilege did 
its owners enjoy? Was not everybody as 
free as they to put energy and money into 
making and advertising a cigarette? Is not 
everybody free to do so to-day? Does the 
Tariff protect Richmond Straight Cut more 
than any other cigarette? Are not other 
tobacco buyers as free to bid for the Tobacco 
farmers' crops as Duke and his associates? 

Next comes Standard Oil. An old Lake 
Superior friend of mine twenty years ago 
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would sometimes recall memories of John 
D. Rockefeller, as a youth perched upon a 
stool in the office of Mr, Isaac L. Hewitt, of 
Cleveland, busily driving a bookkeeper's quill. 
What special privilege did that youth enjoy 
except those of hard work, thrift and the 
use of his abundant brain power? Was not 
everyone free to go into oil, and did not 
thousands do so, in those early days? " Yes, 
but how about those railroad rebates?" some 
one will say. Precisely the same was the lack 
of special privilege there. Everyone was 
after rebates in those days — and the man who 
sliipped the most freight got them. The 
railroads did not rebate in order to throw 
business to Rockefeller; but because he could 
throw it to them. His competitors had the 
same opportunity, but did not have the same 
ability to produce freights for the railroads 
as Rockefeller did. " To him that hath shall 
be given," saith the Bible. 

And so on all down the line. It has been 
our national policy to promote domestic in- 
dustry by protective tariffs? Why should we 
denounce the Steel men in and out of the 
Trust, before and after it, for taking advan- 
tage of the law, or for boosting tariff rates, 
if high tariffs mean national prosperity? 
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It has been our national policy to promote 
invention by patent monopoly and to promote 
quality and reputation by laws protecting 
trademarks, trade names and the like. Why 
should we curse the Telephone Company or 
the Baking Powder Trust for successful 
activity under the law? 

It was our policy to grant lands and even 
issue bonds, national and local, in aid of 
railroads. \Vliy denounce the successors of 
Oakes Ames and Jay Cooke for taking the 
profit from the enormous risks which, forty 
years ago, they assumed in enterprises based 
upon wild lands and unhabited country? 

Even yet it is our public policy to grant 
lands for schools, for homesteads, for timber 
culture, etc.; to give away mines of precious 
metals to the discoverers who first stake out 
their claims; to sell outright timber, coal and 
iron lands to those who first apply for them 
as government lands at the open government 

t prices. What special privileges had Cunning- 
ham, Guggenheim or 51 organ in Alaska; 
and why should they not have determined to 
accept for their own benefit the offers held 
open by government for the last fifteen or 
twenty years, precisely for the purpose of in- 
ducing the exploitation of Alaska? 



F I eonf ( 

[ with thos 



SPECIAL PRIVILEGE 



L 



I confess I have no sympathy or patience 
with those who call hard names so ghbly. If 
the time has come when we are ready to do 
away with what has always seemed to me 
the pernicious doctrine of protection — if we 
have given away too much land already, and 
no longer believe in alienating forever the 
mines, water-powers, forests, etc., yet remain- 
ing the property of the people — by all means 
let us change our laws, devise a tariff for 
revenue only, lease our mines and forests, and 
conserve for the nation every resource it now 



Furthermore, when fraud upon old-time 
law is shown, let us punish the criminal, the 
man who perpetrated it. 

But I have small respect for the judgment, 
and less occasionally for the sincerity, of 
those who denounce a few men for having had 
the means, the foresight and the courage to 
accept and invest on a great scale in offers I 
long before made by government to promote 
development; offers always open to all, and 
for years allowed to go begging, unaccepted. 

What I have said here applies equally to 
public service franchises; which, freely offered 
at first in order to induce capital into quasi- 
public enterprise, are in a few short years 
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unlimitedly denounced as infamous procure- 
ments by dishonest men. The deep and bit- 
ter sense of injustice engendered in the hearts 
of public service corporation managers by 
such denunciations, is a potent cause of their 
submitting in helpless disgust to blackmail 
and bribery. 

Advantage openly taken of existing law, 
advantage gained by priority, by large in- 
vestment, by years of development, is not 
" special privilege " ; nor worthy of denuncia- 
tion because it exists. Certainly it is great; 
— ^but it is not therefore criminal. 




OF THE SUCCESSFUL TEUSTS. CAUSES OF THEIB 



Turning to the summary of the bigger 
Trusts, we note again that but for the 19 
successful ones of Class 1, the showing of 
the lot would be poor. Deducting that 
Class, the other three Classes total 34 Trusts, 
capitalized at 3378 million dollars in stocks 
and bonds, whose 1586 millions of common 
stock was worth at market values of No- 
vember 4, 1911, but 666 millions. Their real 
capital, represented by bonds and preferred 
stocks, absorbs the lion's share of the returns, 
and the common stock gets meager dividends 
and sells at an average of 42 cents on the 
dollar. 

Investigating the causes of success of 
the 19, they are patent enough. With 
perhaps one exception they are distinguished 
by relatively moderate capitalization; and 
all of them without exception exhibit sound 
financing, the ablest management, the most 
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modern and best situated properties, the 
highest eiBciency. Eacli has also some par- 
ticular advantage, as follows: 

The Sugar and Ueef Trusts from the first 
included no weaklings, but only the survivors 
of fierce competition. They are fighters still, 
though not witliin themselves: they arc 
ready and fit for the fray against everyone 
else. That is their advantage. 

The Tobacco, Harvester, Baking Powder, 
Biscuit, Dupont Powder, Standard Oil and 
Chemical Trusts likewise from the first in- 
cluded the stronger sundvors of competition, 
with the fighting habit; further fortified by 
the ownership of favorite brands, trade- 
marks, and established reputations, which 
still constitute legally-recognized and right- 
ful monopohes. 

The Shoe Machinery, General, Westing- 
house, and Western Electric, Companies had 
and still have rightful patent monopolies, to- 
gether with the fighting habit, retained from 
early days of strenuous competition. 

The Pullman and Bell Telephone " Com- 
bines " have had and have legitimate patent 
and natural monopolies, with all the general 
advantages named above. 

Finally there were or are those great cap- 
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tains of industry, Havemeyer, Armour, Duke, 
McCorniick, Price, Greene, Dupont, Rockefel- 
ler, McKay, Coffin, Westinghouse, Pullman, 
Vail — tiiose extraordinary men who, as every- 
body knows, created the great units, with their 
unparalleled efficiency and competitive power, 
which are the 14-inch guns of these Super- 
Dreadnaughts of our splendid conmiercial 
fleet — conquering and to conquer in the trade 
battles of the world, battering down and, 
for the most part, levehng prices at home. 
When in all history has Government created 
such men or their work— though in old days 
they created Government — or done anything 
indeed but attempt to hamper them, or fatten 
off it, when grown great? 

I hold no brief for these commercial 
geniuses. They doubtless are not philan- 
thropists, or actuated by other motives than 
hope of gain, and love of playing the game 
largely and well. They pretend to nothing 
more than ordinary commercial integrity. 
They are simply the men of top-notch power 
who happened first to be in the way of this 
or that new stream of cosmic force, and 
are strong enough to guide it, and even har- 
ness it to the service of mankind. When 
lesser bodies unwarily come too near their 
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magnetic sphere, the law of gravitation as- 
serts itself; and soon or late, like planets, 
they must swing into subordinate orbits, re- 
volving around the central sun, or else fall 
into it and become part of its glowing mass. 

The successful Trusts have gained their 
power and wealth in not one case before us 
by the power of combination, but by 
that of destructive competition; not by 
monopoly, but by efficiency. With the ex- 
ception of the Tobacco and Powder Trusts 
(perhaps even these too — ^it is hard to say) 
the 19 successful Trusts appear to have 
prospered directly in proportion to their 
actual superiority to all competitors, in low 
prices, in good quality, and in efficient serv- 
ice. The unsuccessful Trusts (of which there 
are so many as to make it clear that the 
monopolist's lot is not a happy one) appear 
to have gone down before all comers in their 
trades exactly in proportion to their own 
uselessness. 

In short, it may be said that the only con- 
ditions under which a Trust can long sur- 
vive, prosper and grow great, are those of 
greatest benefit to the community. 




ELEMENTS OF COMPETITION. MOST OF THEM 
BEYOND EEACH OF LAW 



When we come to consider enforcing 
competition by law, we observe that most of 
its important elements are quite beyond the 
reach of law. 

I buy Smith's cigarettes, for instance, be- 
cause they are cheaper, or better, or my 
favorite brand, or for their patent tip, or 
because his shop is just around the corner, 
or because I can pay him later, or simply 
because I like him. Here we have the ele- 
ments of competition — price, quality, prefer- 
ence, patent monopoly, service, credit, per- 
sonality. 

Of all these, price is the only one within 
the limitation of law; and even that is be- 
yond its compulsion. For the law cannot 
force Smith to remain in the tobacco trade, 
or any other, at any price ; nor compel him to 
give better quahty or service or longer credit 
than his powers permit of. On the other 
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hand it would be idiotic to command his 
competitors to raise price, or lower quaUty, 
or give poorer service or shorter credit. Yet 
Smith must come down, or Jones come up, 
on one or all of these points, if they are to 
compete on even terms. 

Moreover Smith's sole right to his estab- 
hshed brands, trademarks and patents, to 
sell or to withliold, is not only recognized 
by law, but law is powerless to compel me 
to buy another brand than Smith's, unless 
I choose. Just where the Administration ex- 
pect to land in forcibly developing competi- 
tion between " Bull Durham " and other 
brands of smoking tobacco {if Bull Durham 
is a smoking tobacco) owned by the Tobacco 
Trust, I cannot comprehend. Will it direct 
partisans of one or other to change their 
habit of smoking; or will it compel the Trust 
to a campaign of education to change it for 
them ? 

When it comes to the element of person- 
ality, the law is, if possible, more helpless 
still. Look at the successful Trusts. Each 
of them is the work of a man; of Havemeyer, 
Duke, Rockefeller, Armour, Pullman, etc. 
Will Congress enact that these giants shall 
shrink; or a Commission see to it that all 
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and sundry their little competitors shall 
swell to sudden parity of power? Yet one 
or other must be done to put them all on an 
equality. 

Forced competition is a pipe dream. You 
can lead a horse to water, but not make him 
drink. It is hard for a man who has been 
in the melting-pot of a grueling competition, 
like the typewriter trade, to treat with decent 
respect Jlr. Wickersham's naive expectation 
that after disintegration the fragments of the 
Tobacco and other Trusts will compete be- 
cause their heads will be indicted if they do 
not. It took, in the good old times of free 
business, about all the snap and fighting edge 
the law allowed to whirl into such a scrim- 
mage as that; and now it is solemnly pro- 
posed to break the heart of competition at 
the outset by saying, " Now, damn you, 
compete. You will probably lose your money 
if you do; but you will certainly be jailed if 
you don't." Verily, to use the slang of the 
day, that were a " highbrowed " way to put 
ginger into a selling organization. 

Fortunately, natural competition is tol- 
erably certain, judging from history. The 
reason for this lies deep down in human 
nature. Big Business is always educating, 
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and must necessarily continue to educate able 
and vigorous young men as heads of de- 
partments. These men learn the business, 
and its enormous opportunities, each in his 
department; and they learn, too, that vulner- 
ability of great trade which I have pointed 
out above. There are always among their 
number ambitious spirits, who wish to use 
their force and training for their own bene- 
fit, instead of that of a " soulless corpora- 
tion"; and if they cannot get satisfactory 
advancement within its organization, they 
split off and create competition, often 
financed by friends among the stockholders 
of their old company, who sell out and put 
their funds into the new one. Personal 
differences between such ambitious men and 
superiors or rivals in the old organization 
are another fruitful cause of their desertion 
and entry into hostile camps. 

Then, too, the magnitude of world trade, 
too great for any man or set of men to 
monopolize, is a third and yet more important 
cause of its division. I do not believe it to 
be within the bounds of possibility for any 
concern long to monopohze any large trade. 
Certainly the evidence before us does not 
i'lstify the extraordinary fear of monopoly 
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which has possessed us all. The late H. H. 
Rogers said to me not long before his death, 
that the ever-present problem confronting the 
Standard Oil Company, was too much oil. 
In order to maintain its power to steady- 
production and prices, it has to be prepared 
to put tanks and pipe lines in every new 
field, as fast as it comes in; and be ready to 
take and pay for the oil. But new fields 
are constantly developing, not only in North 
America, but all over the world. In spite of 
the Standard's enormous capital and perfect 
organization, competition is developing and 
will more and more develop here at home; 
it has plenty of foreign competition already. 
There is no protective duty against oil com- 
ing from abroad; and our home market has 
long been protected only by the matchless 
efliciency of the American refiners — unless 
perhaps there may exist secret agreements 
with the great foreign producers to stay out 
of our market, which I have never heard said. 
Anyhow such agreements always break down 
when times are dull and trade scarce. 
Even the Standard Oil is not big enough to 
do all the oil trade of the world. Conipetition 
bound to increase; and the Standard's 
management, in order, like Carnegie, to keep 
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the " underhold," must constantly maintain 
its unrivaled facilities for manufacture and 
distribution, and keep its prices low enough 
and stahle enough to take the trade, as it 
does now. 

To-day's papers (January 22, 1911) say 
that despite the recent disintegration of the 
Trust prices of oil — of " independent " oil too 
— are rising. That is rough on Washington. 

To sum up, I do not believe it to be 
possible actually to enforce competition or 
prevent combination by law; or to control 
prices by Commission or otherwise. Still 
less do I beheve it necessary, in the common 
interest, op wise to attempt to do either. 
Sooner or later, if we may judge by the past, 
even by the short twenty years of Trust his- 
tory, world supply and demand^ — nay, do- 
mestic supply and demand — will adjust 
prices: while as to all other elements of com- 
petition, it is to the public interest that 
quality, brands, patents and trademarks, 
good service and salesmanship should inure 
to the benefit of those who develop them, be 
they big or little in their business; else they 
will never be developed. 




THE NATIONAL CASH REGISTER COMPANY. 
CONUNDRUM 



Suit has recently been commenced by 
Government against the National Cash Reg- 
ister Company (which can hardly be called 
a Trust) more because of its fighting 
methods, I imagine, than because of any 
alleged combination. I have not seen a copy 
of the charges laid against it. 

I call attention to the offense of this 
concern, which seems to me to have con- 
sisted mainly of open ruthless competition 
and uncompromising assertion of patent 
rights. 

The " N. C. R." is owned largely by the 
brothers Patterson of Dayton, Ohio, who 
were practically the pioneers and creators 
of this valuable industry. They were coal 
miners, I believe, who put into two of their 
mine-stores two of a very early, rather crude 
form of cash re^ster, and found, to their sur- 
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prise, that the machines converted a losing 
into a paying merchandise business. They 
realized that they had been suifering heavily 
from peculation; and that what was true with 
them was likely to he so everywhere. They 
decided to buy into a business whose possi- 
bilities for usefulness were so great; and it 
became their life-work. They began in a 
small way, without competition, and doubt- 
less sold their simple machines at a good 
profit, thanks to their patent. They built 
up the business rapidly, I am told, out of 
its own profits; having invested not a very 
large sum at first. As the value of the cash 
register became apparent, other inventors got 
busy and competition began. The N. C. R. 
Company promptly sued all infringers, and 
by rapidly adding and patenting improve- 
ment after improvement, kept its machines 
ahead of all others in quality. Its patents 

I usually won in the Courts, and its mechanical 
and sales departments were handled with 
positive genius. It made money faster than 
ever, and evolved complex machines capable 
of many useful accounting operations beside 
mere registering of cash, which sell for high 
prices. The fact that the Company's sales, 
at various prices, now touch huge totals, said 
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to be 17,000 machines per month, are proof 
positive that they are worth to the buyers 
all they cost, and more. 

As the patents ran out and the simpler 
forms of register became open to manufacture 
by all comers, the N. C. R. reduced prices 
thereof to figures which now make profitable 
competition in these styles almost impossible: 
for its later patents yet control the more 
complex and higher-priced machines, upon 
which the profit is still large, and enable it to 
get along with a very moderate profit on the 
simple machines. Without doubt it will re- 
duce the high-priced machines also, in due 
time, as later patents expire; and thus con- 
tinue to defy competition, retaining as it will 
the bulk of the trade. 

After a time, when patents cut no greater 
figure in the industry than they now do in, 
say, the sewing-machine trade, a competitor 
with very large capital and abundant nerve 
might compete by imitating all the N". C. R. 
models, and offering a complete line of ma- 
chines from a complete system of sales- 
rooms. If, however, the N. C, R. remains 
under the captaincy of the Pattersons, or 
men trained by them, who transmit to their 
organization in perpetuo their fighting edge 
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and principle of simply smashing their 
adversaries, how can the newcomer offer 
better service or lower prices? I con- 
fess I see no probable end to their mo- 
nopoly. 

Even so, what grievance would the public 
have, and why should Government interfere? 
If the newcomer cannot offer better machines 
or lower prices, will Government compel the 
N. C. R. to furnish worse machines at higher 
prices in order to put the competition on 
even footing? 

By smashing its adversaries instead of com- 
bining with them, thus keeping its capitaliza- 
tion down and its balance sheet free from dead 
properties, the N. C. R. has put itself in 
position to make the low prices it now offers 
on early forms of machine. I beheve that 
after whipping an adversary, it used to buy 
in any patent or valuable device which that 
adversary might own at slaughter prices. I 
hear too that its salesmen practically policed 
their respective territories; and if a competing 
firm's wagon dehvered a register, the N. C. 
R. salesman on watch would " butt in " on 
its customer to "queer" the sale. But that 
is competition, just such as I met it in 
the typewriter trade; and competition is what 
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the public and the Sherman Law demand. 

The N. C. R. has always lived up to that 
demand. There really has hardly been any 
other cash register on the market; so vigor- 
ously has it competed. What other serious 
cliarge can be niade against it? What else 
should it do under.^hs law? 

The Sherman Law.',- is. exactly expressive 
of our self-seeking andm.iidtjb-headed treat- 
ment of our big concerns^an,d -not only of 
the big ones, hut of the little ones as well. 
The Law says, and we say, in effect ('"'■'-iiere, 
you big rascals, don't you dare combine' ,trf .^ 
monopolize. Get busy and compete. Wipe-'."' 
the earth with each other. You will be in- ' 
dieted if you don't. But take mighty good 
care not to compete so hard as to hurt any- 
body, especially the little fellow, or drive him 
out of business. You will be indicted if you 
do." 

How perfectly comprehensible I How loyal 
to the little fellowl And all the while, for a 
cent a pound on beef or for a quarter of a 
dollar on a pair of shoes, we desert him, 
and trade with Armour or Wanamaker, or 
some other big fellow. Then we curse the ( 
latter for brutally crushing out our feeble 
friends ! 1 
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Oh, for a play from the clever pen of a 
Bernard Shaw to do us all justice! " Hon- 
esty and Super-Honesty," or " The Showing 
Up of Blanked Hypocrisy," for instance. 
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THE LABOR TRUST. FAILURE OF ITS FIGHT FOR 
INEFFICIENCY 

Labor organization is forty or fifty years 
old in this country. Its strongest arm, the 
American Federation of Labor, dates back 
some fifteen years. It claims some 1,700,000 
members; and other organizations not affili- 
ated with the Federation claim, say, 300,000 
members. In all there are some 2,000,000 
organized workers. 

The Census of 1910 has not yet, I think, 
disclosed the number of gainfully-employed 
workers in the United States: but applying 
the ratios of the Census of 1900 to our 92 
millions population, there would be some 35 
million workers, say 20 millions in farming, 
8 millions in manufacturing and transporta- 
tion, and 7 millions in trade and distribution. 
Organization of labor has developed mainly 
in the cities and among the 8 millions of the 
second class named. Its membership touched 
a maximum of, approximately, 2,500,000 
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about 1903, and has fluctuated uncertainly 
since, down to present figures. 

Its principles have consistently been those 
of inefficiency; that is, to render the smallest 
equivalent of work for the largest pay. It 
stands ever for reduction of working hours, 
and against piece-work, bonus systems, 
"speeding-up"; that is against increase of 
output per man employed. It stands also 
for monopoly, the closed shop; and against 
employment of non-union labor. 

The records of nearly 37,000 strikes in 
some 181,000 shops and transportation sys- 
tems, and 1540 lockouts in 18,500 shops, be- 
tween 1881 and 1905, compiled by the De- 
partment of Commerce and Labor at Wash- 
ington, show that labor, whether organized 
or not, has won about two-thirds of all strikes, 
organized labor winning about one-third 
oftener than unorganized labor; while em- 
ployers have won about two-thirds of all 
lockouts. Most of the strikes which were 
won by labor were for increase of wages or 
reduction of hours. Most of the lockouts 
which were won by employers were against 
the closed shop, union recognition, and like 
causes detrimental to operative efficiency. 
L4J1 of the strikes put together covered the 



insignificant total of but two-thirds of one 
per cent of the entire working time of the 
plants struck; the great majority of the 
fluctuations of wages, etc., adjusting them- 
selves automatically under the law of supply 
and demand, without coming to the striking 
point. 

These figures show that the power of the 
Labor Trust has been extravagantly over- 
estimated; quite as much so as that of the 
other Trusts. Employers have generally 
yielded to labor as to wages and hours 
(whether strikers were regularly organized 
or not) , whenever they found themselves 
actually lagging behind the general wage- 
ievel, or work-day length; the first of which 
has, for years, been rising with the general 
rise of prices all over the world, while the 
second has been shortening with the general 
I increase of productive capacity per man due 

to modern machinery. On the other hand 
employers have quite as generally defeated 
labor, whenever halting wage-levels, unjust 
demands for monopoly in the shape of the 

L closed shop, and demands impairing good 
management and efficiency were fought over. 
In other words, tke attempt to control the 
labor market made by Trade Unionism evi- 
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dently does not materially affect results. 
This is to be expected; for the report quoted 
shows that the Unions have failed to " cor- 
ner " labor. After fifty years' work about 
one-fifth only of the eight million workers of 
the second class, above named (the most 
organizable), are organized; less than one- 
seventh of the fifteen milhons of the second 
and third classes taken together, and less than 
one-seventeenth of all workers, adliere to all 
the Unions in this country. With such a vast 
reservoir of free labor to draw from, any 
abnormally high level of wages demanded 
by organized labor causes an instant flow-in 
of competing workers. Fear of violence and 
social ostracism is the only preventive thereto; 
and when violence is met by Government, 
as in self-defense it must always ultimately 
be met, with police protection or court in- 
junction. Organized Labor is beaten. 

In short, no more than the other Trusts, 
can Organized Labor long defy the laws of 
supply and demand, and the preference of 
laborers (as well as men in the higher walks 
of industry) to remain independent masters 
of their own destinies. 

Employers understand this fact well. 
During 1901-1904 I was vice-president for 
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Illinois of the National Association of Manu- 
facturers, an organization of 3000 of the 
largest employers in the United States, which 
during that troublous period was much con- 
cerned in forming a solid phalanx of em- 
ployers against Organized Labor. I pro- 
posed a plan of mutual insurance against loss 
by strikes and lockouts, which, at first, found 
favor. Before long, however, finding that, 
after all, the Labor Trust could not seriously 
alter natural conditions, and that a little time 
was all tliat was necessary to readjust arti- 
ficial ones, the members of the Manufac- 
turers' Association lost interest in my plan; 
preferring each to meet labor questions for 
himself as they might arise, rather than tie 
up to any elaborate concatenation of hetero- 
geneous industries, to any " entangling 
alliances." Strike Insurance no longer 
seemed worth wliile, cheap though it would 
evidently be. 

Nevertheless Organized Labor, like the 
other Trusts, so long as it affords a money- 
making vocation for its managers, is here to 
stay; but like them, it must modify its prin- 
ciples and stand for efiiciency, good public 
service — not for monopoly or sloth, if it is to 
succeed. The larger employers are already 
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offering their men in the shape of pensions, 
stock ownership on easy payments and the 
like, benefits so much greater than those af- 
forded by the Unions as to become formidable 
competitors of the latter in their own field. 
To me this latest movement seems logical and 
sound; and a long step in the desired direc- 
tion of stilling labor's " unrest." 

The recent McNamara confessions are 
hkely to hasten the disintegration of the 
present Labor Trust. It seems clear to me 
that, so long as the majority of our people 
believe, as we unquestionably do, that every 
American was born with the right, moral 
and political, to compete for any job in 
sight, without asking leave of the Labor 
Trust, or any other Trust — and so long as by 
far the most of us back up our belief by stay- 
ing out of the Unions — prices of labor are 
as certain to rise or fall to their natural 
economic level, as are those of commodities. 
Higher levels are impossible. Lower levels 
cannot last. 

Let me not be understood to condemn 
labor combination any more than I condemn 
industrial combination. Certainly such feeble 
folk as shirtwaist and garment workers need 
to get together in order to make head against 




THE LABOR TRUST 



Ltion of 
possibl 



destructive competition between themselves. 
Even more so do their employers, whose in- 
dustries are now conducted for the most part 
in numerous factories, and whose small scale 
of operation and competition amongst them- 
selves, with their resultant waste, is more 
responsible for grinding down wages, I 
imagine, than is any hardness of their hearts. 
Like other businesses, these clothing trades 
could pay better wages if integrated into 
bigger establishments. 

I do not condemn labor combination, let 
me repeat. I merely note that, like all the 
rest, it cannot succeed by mere overgrown 
size or by selfish inefficiency and attempt 
to monopohze opportunity. Certainly to 
none of us is denial of opportunity so cruel 
an injustice as to the very poor. 

Such attempts at wholesale paralysis of 
trade and starvation of the entire community 
(in order to enforce the will of a single body 
of laborers) as the present English Coal 
Strike, must sooner or later result, it seems to 
me, in a political movement of the community 
against the unions, that will make nation- 
wide, not to speak of world-wide, interrup- 
tion of supply of the necessaries of life im- 
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THE PASSING OF LITTLE BUSINESS. BIG BUSI- 
NESS UNDERSELLS. THE PUBLIC UNDEEBUYS 



It is quite true, that where the great Trusts 
come in, the old-fashioned little man must 
get out; and that in numberless cases without 
any fault of his own, except that he was bom 
and grew up small. Undoubted hardship 
falls to him; he complains and his neighbors 
sympathize, and say it is a shame that a 
great Trust should run him out of his honest 
business. Such complaints and sympathy are 
at the bottom of the immense antagonism to 
the Trusts. Just so when the power loom 
came in, the hand weaver had to go, and there 
was much denunciation of the loom. So when 
the department store came in, the small shop- 
keeper suffered, and the big stores were de- 
nounced roundly. Nevertheless, the people 
bought the cheap goods from the power loom 
and the big stores, and deserted their little 
friends who could not serve them as cheaply. 

So the people are now patronizing the 
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Trusts. I entered the typewriter trade in 
the early days of the Typewriter Trust, on 
the assurance that the people were crying for 
an Anti-Trust machine; and indeed they 
were veiy glad to put my machine on trial 
against those of the Trust. But did they 
huy mine, when the time came to decide? 
Not often I They bought the Trust machines, 
because they were better known, longer es- 
tablished, often cheaper, better guaranteed; 
in a word, because their business interests 
weighed more with them than their sympathy, 
which was undoubtedly mine. 

Did I, therefore, have a right, because this 
Trust was too much for me, to go whining to 
my Chicago Congressman to introduce a bill 
into Congress forcing the Trust by law back- 
ward and downward to lower levels of qual- 
ity and efficiency, or upward to higher levels 
of price, so as to let me hve? Not at all! If 
I could not do something for the public to 
make my competition real, to justify my own 
existence, once more to use the slang of the 
day, " It was up to me to go away back and 
sit down." And I did, taking my medicine 
like a man. 

So we all should. I cannot help feeling 
that there is a lot of hypocrisy in our un- 
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limited denunciation of Big Business; for 
our patronage of it is proof positive tliat we 
benefit by it, nor would it be big but for 
our patronage. For it is at all times in our 
power, every one of us, if we believe that 
Little Business really serves us better and 
cheaper, and that it is wrongfully being 
" crushed out " by the unfair competition of 
Big Business, to keep on patronizing it, and 
paying the prices necessary to keep it alive. 

Do we do this? Is there the remotest dan- 
ger of our ever doing it? Not the sHghtest — 
if we may judge from the insignificant results 
accomplished by the only logical, consistent, 
widespread effort ever made, to my knowl- 
edge, to change the average woman's habit of 
buying where she can buy cheapest. (I 
refer to the generous efforts of the Consum- 
ers' Leagues everywhere.) Let us be honest 
then. If it is wrong for the Trusts to under- 
sell, it is wrong for us to underbuy. We are 
particeps criminis, and our connivance is 
absolutely essential to the consummation of 
the crime. 

Can we moreover fairly call it a crime, 
from the view-point of the common interest, 
as distinguished from that of Little Business? 
Certainly the fact that Little Business can- 
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not meet the low prices and good service 
afforded by Big Business, and everywhere 
goes to the wall, or fades away, indicates that 
the high prices we pay nowadays would be 
far higher yet, if Big Business had never 
come. 

It is my conviction that we are benefiting 
enormously by reason of the Trusts; and 
our continued patronage of them against 
growing competition is the best evidence of 
that fact. 

There is abundant collateral evidence to 
the same eflFect, some of which I will here 
present. Let us consider, for instance, the 
report of the Bureau of Manufactures, De- 
partment Commerce and Labor, 1905. 

This report enumerates 216,262 manu- 
facturing concerns in the United States, 
which it divides into 5 classes according to 
output: No. 1, output $5000 per annum 
value, or less; No. 2, $20,000 or less; No. 3, 
$100,000 or less; No. 4, above $100,000; 
No. 5, above $1,000,000. Class No. 1 em- 
ploys 1.9 per cent of the labor, pays 1.6 per 
cent of the wages and produces 1.2 per cent 
of the output. Class No. 2 employs 7.7 per 
cent of the labor, pays 7.2 per cent of the 
wages and produces 5.1 per cent of the out- 
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put. Class 3 employs 18.8 per cent of the 
labor, pays 18.3 per cent of the wages and 
produces 14.4 per cent of the output. Class 
4 employs 46 per cent of the lahor, pays 45.' 
per cent of the wages and produces 41.3 per 
cent of the output. Class 5 employs 25.6 per 
cent of the labor, pays 27.2 per cent of the 
wages and produces 38 per cent of the out- 
put. 

In Class 1 the general or overhead ex- 
penses are 20 per cent of the cost of labor 
and material; in Classes 2, 3 and 4, they are 
from 13 to 14 per cent, and in Class 5 they 
drop to 11 per cent. 

That is to say. Biggest Business pays its 
men 26 per cent more than Littlest Business 
does, wastes 45 per cent less in overhead or 
non-productive expense, and increases output 
per man by 130 per centi 

What becomes of the great saving in cost 
of production due to this increased output 
and reduced overhead expense? Does it go 
to swell the huge profits of Big Business? 
With rare exceptions, the Stock Exchange 
values of the Trust stocks answer "No"; 
and these values are fixed, according to 
profits, by the bulls and bears, the coldest- 
Llblooded appraisers on earth. Poor's figures 
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given above show dividends and interest paid 
on railroad capital averaging less than 3^ 
per cent; on industrial capital averaging 
about 4^ per cent. Most of the saving must 
then go to the. consumer in reduced prices. 
Such is the law of trade. Let us consider, 
in this connection, the much cursed Beef 
Trust. 

The leading packers of Chicago are now 
on criminal trial for alleged violation of the 
Sherman Law. Granting, for argument, that 
they are guilty — what development, big or 
little, in the history of trade has been so 
beneficent to the community as have been 
the colossal operations of the great packers? 
They are literally the length and breadth of 
the whole country away from monopoly, de- 
spite the fact that they do not fight each 
other. As is common knowledge to every 
man who has eyes to see and nose to smell 
with, there are local slaughter-houses every- 
where throughout the land, and local farms 
and cattle supply adjacent to them. Yet 
the packers bring the cattle all the way from 
Montana or Texas to western packing houses, 
dress, hang and ice the beef and freight it 
back to the country towns whence it came, or 
to far eastern cities, to sell it in keen com- 
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petition with beef grown and dressed on the 
spot. The only way to overcome the result- 
ing handicaps of time and freights, and the 
expense and loss of handling thus the most 
perishable of commodities— huge handicaps 
indeed — is to do business with the maximum 
of volume and efficiency, and the minimum 
of profit. The Garfield Report on the Beef 
Industry, of 1905 (a report denounced and 
unpopular because it told the truth), showed 
that the big packers then sold approximately 
the following percentages of the fresh 
meats : 

In towns of 2000 population or less, 20 per 
cent; of 5,000 to 2,000 population 30 per 
cent; of 10,000 to 5,000 population 40 per 
cent; of 50,000 to 10,000 population 55 per 
cent; and of over 50,000 population 60 per 
cent. In the great cities, especially the 
eastern cities, they supply from 60 to 70 
per cent of all meats, the local farms and 
slaughterers being depended on for but 30 
to 40 per cent of the consumption. 

Where then, one naturally asks, would 
New York, Boston and Philadelphia turn 
for meat, were the great packers and their 
operations suddenly suppressed by law? 
The dense congestion of population around 
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New York does not and cannot similarly 
congest the farms of Connecticut and Long 
Island with millions of beef cattle; rather 
the reverse. But for the packers and their 
refrigerator cars, there would be a veritable 
meat famine in every eastern city; and no 
man can say what prices would prevail, ex- 
cept that they must needs be far higher. In 
other words, these packers, who are accused 
of causing the high prices of meats in recent 
years by extortionate profits, have on the 
contrary held down eastern slaughterers to 
the bottom levels of price fixed by lowest 
western cost, plus transportation and the 
most minute profit recorded in trade history. 
There is no secret about that profit. The 
Garfield Report fixed it at J4 ^o J^ a cent 
per pound; and it has been common knowl- 
edge among well-informed men in Chicago 
(where I live) for the last 25 years, that 
packers' profits are the smallest known, 
averaging 2J^ per cent upon annual turn- 
over. Of late, since their huge opera- 
tions have forced the packers to become great 
borrowers, and float many millions of securi- 
ties upon the Eastern Exchanges, they have 
been forced also to pubhsh annual statements 
of operations and earnings, which any man 
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can read in the Financial Chronicle. Here 
are some of them for recent years: 

Armour & Company: Stock and Bonds, 
$50,000,000; Property Value, $94,000,000; 
sales for 1910 over $250,000,000. Profits 
(including those of refrigerator car lines) 
for 1910, $5,817,000 — or about 2 3-10 per 
cent on gross turnover. Profit for 1911, 
$2,510,053 or about 1 per cent upon gross 
sales for 1911, again in excess of $250,000,000. 

Swift & Company did better in 1910. 
Capital, $81,000,000; sales, about $250,000,- 
000; profits (3 2-10 per cent on turnover) 
$7,389,000, 1911 profits not yet published. 

(For comparison it may be noted that 
wholesale merchants expect to make from 6 
to 10 per cent on turnover, manufacturers 
generally from 10 to 15 per cent, small retail 
merchants from 15 to 20 per cent.) 

As wholesale prices of beef in 1911 aver- 
aged about 12 cents per pound (Boston 
quotations) , Armour's extortionate profit 
must have been about J4 of one cent per 
pound, or well below that allowed by the 
Garfield Report. 

Wholesale prices of meat in the United 
States have risen since 1896, according to 
'' Bradstreet's," over 60 per cent — say 4 to 
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5 cents per pound. Certainly, then Armour's 
profits do not account for the rise. But the 
average value of farm lands has more than 
doubled, since 1900, according to the 1910 
Census. Perhaps the farmers* profit throws 
some light on the increased cost of beef. 

In England, where there is no Beef Trust, 
and meats come free of duty from all the 
world, according to Sauerback animal food 
rose 78 to 89 per cent between 1896 and 1908. 

Would not it be wise for England to im- 
port a Beef Trust, as well as beef, if these 
figures of Sauerback's and Bradstreet's are 
reliable? 



XVIII 

LABGE UNITS IN COMPETITION BESULT IN 

PEICE EQUILIBEIUM 

Just as comer grocers and druggists do 
not engage in perpetual price wars, so the 
larger units of Big Business tend to live 
and let live, in peaceful price equilibrium. 
Their minute margins of profit leave no 
room for price-cutting between such formida- 
ble concerns as the great packers. A war 
cut of but a cent a pound in whole- 
sale meat prices, if not taken out of the 
cattle growers, would cost Armour & 
Company, for instance, not far from 20 
million dollars per annum and mean bank- 
ruptcy in two years, unless their competitors 
should fail first. Naturally enough Armour, 
Swift and Morris have not dared to fight 
each other. They are, however, willing to 
fight local butchers everywhere throughout 
the length and breadth of the land; and to 
hold down local prices to the bottom levels 
fixed by western cost plus their own minute 
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profit. For doing this last they are every- 
where fiercely denounced, extraordinary as 
it may seem; and for not fighting each other, 
until only one survivor remains, as ordained 
by the Sherman Law, they are likely to be 
declared criminals, and sent to felons' cells. 
Yet it is not apparent, to me at least, what 
benefit the eastern housekeeper is hkely to 
reap therefrom; nor in what she would have 
been better off, if ten years ago Armour had 
wiped out Swift, Morris, and incidentally 
all the smaller fry, in a finish fight, and now 
reigned alone as overlord of all barons of 
beef. 

So among the Sugar Refiners, with their 
minute 1-5 of a cent per pound profit — or 
between 3 and 4 per cent upon gross sales— 
precisely the same unwillingness to fight ap- 
pears. Ml". Arbuckle says an " armed neu- 
trality " prevails. Just so, before the day 
of the Interstate Commerce Commission, 
there were " gentlemen's agreements " be- 
tween the Trunk Lines as to rates ; and in the 
steel trade until very lately there were 
" Gary dinners." All such live-and-let-live 
arrangements have been denounced as " con- 
spiracies of the great Interests to rob the 
public." They were not; but were rather 
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armistices, suspensions of hostilities, due to 
fear of consequences; just such as ewtst be- 
tween the little stores of country crossroads. 
The bigger the units in competition, the 
greater the disaster of a finish fight. There 
results a powerful tendency toward cessation 
of hostilities, to a sort of " unstable equi- 
librium " of prices, easily disturbed, and very 
responsive to material changes in general 
trade conditions. One need only glance back 
a very few years to the constant breaking of 
those " gentlemen's agreements " by the rail- 
ways, that made the phrase a by-word at the 
time; or a very few months, to the price-cut- 
ting in the steel trade, in spite of Judge 
Gary's soul-satisfying dinners; or forward 
scarcely longer to the new competition coming 
in the sugar refining industry, in order to 
see the extreme instability of these armistices, 
due to the fact that syndicates can never hold 
prices far away from those fixed by world 
supply and demand. 

This condition of sensitive equilibrium of 
prices among the big fellows, though its levels 
are generally too low to support the existence 
of the little fellows, seems to me more nearly 
ideal from the consumer's point of view than 
could be any possible attempt at regulation 
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of prices by commissions, however eminent 
and disinterested the commissioners. No 
comitry, probably no group of comitries, can 
fix world prices of commodities, or even cut 
loose from them. Witness our own and other 
disastrous attempts to sustain the price of 
silver but a few years ago. 

Why should we, then, in our haste, pre- 
scribe surely futile remedies or remedies worse 
than ojiT diseases ? Why not leave to the laws 
of trade and to time, which all history tells us 
will presently deal effectively with them, such 
creations of human greed or ambition as 
plainly contravene those laws? As the Bible 
says, "A little while, and ye shall not see 
them." 



THE FAILURE OP DISSOLUTIOX TO DISSOLTE 



We have seen how Courts in Illinois dis- 
solved the Chicago Gas Trust twenty years 
ago and that, nevertheless, there is to-day but 
one Gas Company — a complete monopoly — 
in Chicago, owned by the same controlhng 
interests and actually managed by the same 
men as the old Gas Trust. About the same 
time, the original Sugar Trust was declared 
an illegal combination in the Knight case; 
only to be succeeded by a corporation con- 
trolled by the same Havemeyer until he died. 
The Standard Oil Trust was next dissolved, 
in Ohio; and succeeded by a New Jersey 
Corporation, always controlled by Rocke- 
feller and his associates. Next came the 
Northern Securities Company, dissolved by 
the United States Courts: but the Northern 
Pacific and Great Northern Railroads are 
still controlled by Messrs. Hill and Morgan, 
despite the Courts, and malgre the mighty 
Harriman in his day. Now for a second time 
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" Standard Oil " is dissolved, and " To- 
bacco " ; and more dissolutions are coming. 
What have they all eflFected, or will they all 
effect, these dissolutions? Nothing •whatever, 
except a temporary panic in their securities, / 
upon the Stock Exchanges, affording royal[/ 
opportunities to " insiders " for manipulation 
at the expense of their more timorous share- 
holders. The reason is evident. 

There is no law, and I believe no consti- 
tutional power, permitting the State to for- 
feit a stockholder's ownership in such Trust 
properties, or his right to elect managers 
thereof. Dissolution simply operates upon 
the form, not the essence, of that ownership. 
The same men own the reorganized corpora- 
tions that owned the original Trust— and 
inevitably they will give their proxies for the 
election of the same directors and managers 
who paid them good dividends before. In- 
deed these gentlemen often own shares 
enough to reelect themselves. 

Congress is, therefore, absolutely power- 
less to take the ultimate premiership in a 
given trade from the strong men who have 
had the brains and skill to build up the 
largest investment in it. Moreover, it would 
be grossly unjust and undemocratic to enact 
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that, simply because one man or group of 
men had put more money, time and toil into 
an industry than anyone else, or even than 
all others, ipso facto he or they should hence- 
forth have nothing to say about it. Such a 
phrase as Mr. Pinchot's slogan, " The In- 
terests must get out of politics, or out of 
business " seems to me absolutely incon- 
sistent with that older and still honored 
American principle, " Taxation without 
representation is tyranny." Yet, substan- 
tially, such law is what Mr. Brandeis asks 
for on behalf of the independent tobacco 
interests. What Mr. Brandeis should de- 
mand of Congress is an act bestowing the 
brains and energy of Duke and his associates, 
with the confidence reposed in them by the 
Tobacco Trust stockholders, upon his 
clients. 

As it is, he demands in vain. So long as 
the right of private property prevails, stock- 
holders will reelect good managers. The 
only way for Mr. Brandeis to force control 
of these great industries into the hands of 
their second- and third-rate men, is to nation- 
alize their ownership, and throw the elections 
of their managers into party politics. Then 
he will indeed secure administration of them 




FAILURE OF DISSOLUTION 127 

upon every principle except that of sound 
business. 

It seems to me that the only demand that 
the people can justly make of Big Business, 
as to its furthering its own commercial in- 
terest, is that its political activity shall be 
open and aboveboard; and its expenditures 
for political purposes shall be pubhshed in 
detail. Plenty of legislation already pro- 
posed tends to effectuate this demand. But 
disintegration is no remedy. It is not for 
the people to deprive stockbolders of their 
right to elect their own managers. 

These considerations lead naturally to the 
study of an exceedingly interesting phenome- 
non, the wide and increasing diffusion of 
ownership of Big Business. 

Note. — The New York Times of March 7th saya 
that the Standard Oil and subsidiaries' stocks are 
now selling in the open market at tlie high-record 
price: higher than before the recent dissolution suit 
was commenced, and by $181,000,000 above values 
quoted just before the dissolution decree was entered. 

Apparently, dissolution not only does not dissolve 
but does not seriously injure the Trusts. 



^ 




DEMOCEACY OF BIG BUSINESS, ITS SOUHCE OF 
POWERS. THE MONEY TEU8T 



When the Sugar Trust was organized it 
had 17 owners— now there are (1910) 20,050. 
Andrew Carnegie had once 35 partners; now 
there are said to be 150,000 stockholders of 
the Steel Corporation. The Bell Telephone 
reports 40,381 ; and so on. There must be 
more than a million stockholders in the cor- 
porations listed by Poor, and the distribution 
in small holdings of their shares is constantly 
increasing. Our people, or rather 12 to 15 
per cent of them, are thrifty, and have, 
for many years, put money in the savings 
banks, in building and loan societies, in 
life insurance and in little homes. Of late 
years we have come to understand that 
good bonds and stocks pay better than sav- 
ings banks; and more and more are we buy- 
ing the issues of those corporations whose 
sound management, regular dividends, and 
complete publicity of operations commend 
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them to a wide-awake and courageous public. 
As the price of land advances, and owner- 
ship of lands and buildings becomes more and 
more out of reach of the small investor, this 
tendency to buy into stocks and bonds must 
increase; particularly into those of the cor- 
porations employing the investors themselves. 
In the old small partnerships and corpora- 
tions, doing limited and precarious shares of 
great trades, without breadth of organization 
and inherent perpetuity, without publicity of 
earnings or market for their issues, an open- 
ing for the small investor was rare and risky. 
Its creation in the great modem corporate 
issues, granting they are honestly based on 
values, is a tremendous step ahead in 
sociology as well as economics. 

For, supposing we were all stockholders 
in the Steel Corporation, though we might 
worry about its management, which of us 
would demand its dissolution? Or if, as may 
sometime he possible, most of the Steel Cor- 
poration's employees acquired the habit of 
saving, and put their earnings into its shares, 
what would become of Mr. Gompers' dream 
of some day unionizing the Corporation's 
employees? 

This is Judge Grosscup's idea, that the 
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wide diffusion of the ownership of the great 
corporations among the people is their mis- 
sion, and the true solution of social and 
labor " unrest." It is certainly a big and 
attractive idea. The Steel and Harvester 
Trusts are working upon it with some suc- 
cess; though the former is embarrassed by 
price fluctuations due to over-capitalization, 
and both will find, I fear, that the majority 
of working people are slow to save and invest. 

But as tlungs are, with the popularization 
of our great corporations only just com- 
menced, the bads of control of Big Business 
is even now exactly as democratic as that of 
our politics. The people of these United 
States are ruled by four or five hundred men 
at Washington; and they in turn are really 
ruled by forty or fifty of their own number. 
Yet we do not dread these our rulers; for 
we elect them I They have for the time, at 
any rate, our confidence. Just so, the Big 
Business of the country is ruled by four or 
five hundred New Yorkers, Chicagoans, etc. 
— but the owners of the business are not wor- 
ried. They elect these men because they have 
confidence in them. 

Take the so-called " Money Trust," which 
Congress seems likely to *' investigate." It 
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will probably find, as some writers have al- 
ready found (who are fearfully worried about 
other folks' money, perhaps because they 
have not much of their own to worry over), 
that the big " groups " — Morgan, Standard 
Oil, the great Jewish international bankers — 
with their connections " control " each several 
several hundreds of millions of dollars of 
bank deposits, and thousands of millions of 
dollars of corporate securities; and it may 
hastily conclude, therefore, that a few men 
have got us who save in their robbers' roosts, 
to plunder us as they will. 

Let Congress, however, not be dismayed. 
Just so, Messrs. Taft, Champ Clark, et al., 
have us all under the seats of their curule and 
other chairs; to sit on us with large cor- 
porosities, and deprive us of life, liberty and 
the pursuit of rainbows — to say nothing of 
taxing us^ — at their vrill. But we do not 
worry much; we elected them and can elect 
others. Neither do the constituents of 
Messrs. Morgan and Stillman worry. The 
" Money Trust " is the expression of the 
confidence of national and state bankers all 
over the country, of private bankers, brokers 
and investors generally, in the knowledge, the 
integrity, the judgment, and the enormous 
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personal stake at risk, of the great leaders of 
finance; evidenced by depositing cash re- 
serves with the banks controlled by the gen- 
tlemen named, and by intrusting them with 
the proxies which elect the great railroad and 
industrial Boards of Directors. 

Certainly tliis is an enormous concentra- 
tion or delegation of power to a very few 
men; but it is the voluntary trust committed 
to them by those who have the right to be- 
stow, and the power to recall it. It has come 
to stay, here as in other capitalistic countries; 
though it will not repose always in the same 
hands. Confidence is the most delicate of 
psychological fiowers, and withers in a night 
ofttimes. 

Consider the situation for a moment. The 
capital of the Morgan firm is said to be 100 
millions— nobody knows. The group of 

L financiers for which the firm stands may 
easily be worth 500 millions, the Standard 
Oil group another 500 milhons; and the great 
Jewish international banking group a third 
500 millions — all this is guesswork. But 
the stocks and bonds totaled in Poor's 
Manuals total 35,000 millions! How can 
these three groups own them all, or any con- 
siderable part of them? How can they even 
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control their management except by the votes, 
the proxies — that is by deserving and keep- 
ing the confidence— of the hundreds of thou- 
sands of actual owners of all this property? 
Consider the bank deposits of the so-called 
" Trust Banks "^First National, Commerce, 
City, etc. — say in all 700 or 800 million dol- 
lars; then those of all the banks. State and 
National, of the country, which were, accord- 
ing to the Chicago Daily News Almanac, in 
1910, no less than 15,859 millions. Great as 
the Trust banks are, how small their actual 
money power is compared to that of the whole 
banking system of the country! 

How absurd, then, is it to orate wildly about 
the passing of the ownership of tlie wealth 
of the land into the hands of a few men in 
Wall Street, huge as tlieir private fortunes 
unquestionably arel What haa passed into 
their hands, and will remain there only so 
long as they deserve it, is the confidence of 
the people who save and invest. Stock and 
bondholders all over our land deposit their 
reserves with the Money Trust banks, because 
they have done so for years with safety and 
profit ; and because the masters of Wall 
Street are usually men of at once construc- 
tive and conservative mind, and of proved 
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integrity— in the long run safe and sane 
people. Of course they are human and 
occasionally make mistakes. When I was 
a boy Jay Cooke was, perhaps, the leader in 
Wall Street. He was before his time in the 
Northern Pacific flotation, lost investors' con- 
fidence, failed and dropped out of the Wall 
Street spotlight. After him came Henry 
Villard and made Cooke's story a twice-told 
tale. To-day " Jim " Hill is firm on the 
foundation of the same property that crum- 
bled away beneath his predecessors. The 
collapse of Steel Corporation shares and In- 
ternational Mercantile Marine shares in 1904, 
was something of a shock to the prestige 
of the Morgan firm; and every little yellow 
dog in Wall Street thought liimself big 
enough to bark at the great house. Not long 
after, the collapse in " Amalgamated " 
rather discredited the Standard Oil leader- 
ship. Those were extraordinary days of in- 
dustrial expansion and over-confidence; and 
it is no wonder that even strong heads were 
a little turned by the wine of success. Never- 
theless, the inherent soundness of their con- 
stmctive work in due time generally asserted 
itself, and long since rehabilitated them in 
financial opinion, until now they are doubted 
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only by those who have no proxies to give, 
and little cash to deposit. 

But granting, for argument, that there is 
a Money Trust, what, then, can Congress 
accomplish to protect us all against it? Those 
of us who have much to invest have small 
confidence in Congress; and those who have 
little or nothing to invest have fared even 
worse than we when Congress hits trade. 
Per contra we have large confidence in the 
great private and national bankers; legiti- 
mately theirs, and earned by long years of 
success, during two or three generations of 
management, in safely and honestly handling 
other people's money. Congress can investi- 
gate and legislate against the Money Trust 
until the crack of doom, but will accomplish 
nothing. The essence of the " Money 
Power," the confidence and votes of its 
owners' huge following, are as utterly be- 
yond the control of Congress as is the force 
of gravity, or even this year's elections! How 
humorous, for instance, would be an Act 
ordering all shareholders to give their proxies 
no longer to the great bankers, but to the 
Honorable William Jennings Bryan 1 

The captains of industry and finance, then, 
find their strength in democracy, even as do 



136 BIG BUSINESS AND GOVERNMENT 

the political captains. There is but one dif- 
ference, which will I trust before long dis- 
appear, between the appeal of one and the 
other to their constituents, to wit: The busi- 
ness candidate is supposed to know the job 
he aspires to: the political candidate is not. 
That, however, does not work to the disadvan- 
tage of Big Business. 

Note. — The proposals of the Aldrich plan, to 
create a National Reserve Association, and lessen the 
concentration of the country's bank-reserves at New 
York, thus making them available through local 
reserve-centers for merchants and manufacturers 
everywhere, offer to Congress about the only method 
apparent to me of dealing a blow at the Money 
Trust, in taking part of the reserves out of its 
reach. But, because the great bankers for the sake 
of sound banking in general favor this plan. Congress 
is said, with characteristic denseness, to oppose it. 




Much of our hostility to Trusts is due to 
their huge capitalizations, and the belief that 
prices are jacked up to pay dividends thereon. 
Tliis last is in general impossible for any 
length of time, as indeed appears abundantly 
in this little book; but much color has been 
given to this belief by the great and sudden 
fortunes made by those who have sold out 
to the Trusts, and those who promoted them, 
many of which have become notorious. 

An oft-told story is that of two brothers, 
lawyers in a western city, men of ability, who 
early perceived the possibilities of economy 
and efficiency in combination. They were 
natural geniuses in negotiating with and 
bringing together business rivals that had 
been at each other's throats for years; and 
believed in putting together good properties 
in a sound way. They also believed in capi- 
talizing every last dollar's worth of the 
earning power so developed. 
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Their first confection, I think, was the 
Diamond Match Company; and it was a 
great success for some years, though later 
not so fortunate. It owned valuable patents, 
and for a while had something approaching 
a monopoly. During its first flush of pros- 
perity, the brothers were caught in a money 
pinch while "buUing" its shares on the 
Chicago market. They were sold out by the 
banks and brokers who were carrying them, 
and were said to have been left two or three 
millions worse off than nothing. Not at all 
daunted, they went at trust building again 
to recoup themselves ; and in three years more 
had put together the American Tin Plate 
Company, capitahzed at $64,000,000; the 
Steel Hoop Company, capitahzed at $31,000,- 
000; the Sheet Steel Company, capitalized 
at $49,000,000; and the American Can Com- 
pany, capitalized at $82,500,000. 

I think, too, they were eoncemed in the 
National Steel Company, capitalized at $74,- 
000,000. 

By 1902, they had put all of these concerns 
except " Can " into the Steel Corporation 
for $219,000,000 of that Company's stock- 
All of them were good, strong, well man- 
aged, paying properties when taken over by 
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the Morgan Syndicate. The Can Company 
they retained, as noted elsewhere. 

Of course they had never foreseen such 
luck as the coming along of the United States 
Steel Corporation: but the result of their 
masterly manipulation of these properties was 
that, whereas they were heavily in debt in 
1908, only four or five yeai's later they and 
their associates, two " gentlemen from In- 
diana," were worth fully ten million dollars 
apiece, in common belief. As an evidence 
of their solid wealth, they bought into one 
of the first banks of New York, bought 
control of a great railway system and have 
been powers in Wall Street ever since. 

They were men of rare ability. They 
chose the psychological moment for trust 
building, and likewise for " unloading " : put 
good properties together in a solid way, and 
made money for all who followed them, ex- 
cept in the Can Company. Even that may 
yet pay those who held on to their shares; 
probably has already done so. 

In all these flotations they pursued the 
stereotyped plan of forming an underwriting 
syndicate to avail itself of options taken at 
high figures on the principal competing con- 
cerns, payable in stock of the combination. 
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After rounding up enough to make sure of 
success, the properties were purchased for the 
new shares, and the latter at once listed on a 
Stock Exchange, and made " active " by- 
many brokers who had been let in on the 
underwriting of the whole scheme. This spec- 
ulative activity before long would result in 
" distributing " many millions of the new 
shares ; bought for the rise by traders in 
stocks, and so taken oflf the hands of the 
syndicate. 

This whole method of proceeding is honest 
enough, if the earnings justify the capitaliza- 
tion and the prices at which the shares were 
distributed. The earnings of all these prop- 
erties were good; and their union was con- 
structive. Doubtless prices of their products 
were marked up, until competition sent them 
down later; but I have understood that most 
of the gain in earnings capitalized and 
" cashed in " by the promoters was from 
economies in selling and operation. It is 
difficult to beheve the extent of such econo- 
mies. During the first year after the forma- 
tion of the Harvester Trust, while its mem- 
bers were studying how to operate best to- 
gether and save most, one of them told me 
that the economies possible totaled about 
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$7,000,000 per annum (or nearly 6 per cent 
profit upon the entire $120,000,000 of the 
capital!} all of which could be made without 
impairing quality or increasing prices of its 
product. Naturally, the Harvester people 
considered this saving, which cost the public 
nothing, as fairly their own. The public, of 
course, thinks differently; while Government 
now apparently demands restoration of 
former waste. 

I give these instances in order to show how 
wasteful is competition, and how useful, in 
the long run, is the elimination of small com- 
petitive units, and the creation of larger ones, 
in reducing that waste to the minimum; also 
to show how the keen men of Wall Street 
could really create a new earning power, a 
new value, and cash it in by issuing and sell- 
ing stocks representing it, without dishonesty. 

Of course I do not deny that lots of stocks 
were created and sold that represented false 
values, or mere rosy anticipations ; whose ven- 
dors swindled the buyers unmercifully. 
(Such were not the instances cited above.) 
It is a case of caveat emptor. The markets 
always separate good from bad, sheep from 
goats, as far as buyers of Trust stocks are 
concerned; the over-capitalization not very 



142 BIG BUSINESS AND GOVERNMENT 

materially affecting the buyer of Trust com- 
modities. Considering which, the question 
arises, " What will best protect the buyer of 
Trust stocks? " 

" Time," seems to me to be the answer. 
Forbid the sale of new securities long enough 
to permit them to ripen, and enable the buyer 
or his broker to investigate the record of 
actual earnings and real values — not the mere 
anticipations of sanguine promoters. 

I made this suggestion in an Outlook 
article in the spring of 1909. Being called 
to France on business the next autumn, I 
was much interested to find that in the French 
Corporation Law there is a provision for- 
bidding for two years after issue the sale of 
new shares (known as " parts d'apport ") 
issued to promoters for services, or to ven- 
dors for property; while only shares issued 
for cash paid into the treasury of the cor- 
poration {known as "parts en espdces") can 
be sold before the expiration of that period. 
I was informed that this provision for delay, 
and opportunity for studying actual returns 
from the operations of such corporations, 
goes far to prevent the foisting of worthless 
shares on ignorant buyers. Of course no 
provision of law will kill off the recurring 
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crops of those iinfortunates whom the Street 
disdainfully calls " suckers." 

This requiring promoters and vendors to 
carry their own holdings for two years makes 
flotations more difficult, and demands more 
cash. But it is a healthful and restraining 
safeguard, which might well be thrown about 
flotations in America. 

One other thing is evident to a student of 
these Stock Exchange flotations; that they 
could not have been accomphshed, and prob- 
ably never would have been attempted on so 
gross a scale of inflation, had it not been 
for the machinery of the Stock Exchange, 
especially the practice of margin-trading. 

The usual procedure has been to buy the 
properties combined for stock or stock and 
bonds, both in very large quantities; and to 
list the new issues at once upon some Stock 
Exchange, and make them " active " by bid- 
ding them up in open market, the syndicates 
providing the funds for this purpose. This 
attracts the margin speculators, and gradually 
they purchase in small lots, on 10 per cent 
margin or so; until before long the whole 
great flotation is pretty well " distributed," 
after which the market is left to take care 
of itself, and a collapse often supervenes. 
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The vice of this method long preceded and 
is not the fault of the Trusts; but is rather 
their cause, the basis of their over-capitaliza- 
tion. I have elsewhere long ago advocated a 
law fixing minimum speculative margins far 
higher than 10 per cent. Had such a law 
existed. Trust inflation would never have gone 
as far as it did, in my judgment. 




THE WEAKNESS OF BIG BUSINESS. 
RESULTING 



MISCHIEF 



Let me not seem to speak disdainfully of 
those who have no cash to deposit and no 
proxies to give, and therefore rather distrust 
those who possess both, be they big or little 
in finance. The thrifty are the few and those 
who do not or cannot save the many every- 
where; and here they have the votes, and 
elect our lawgivers — so weak to create but 
so powerful to destroy our commerce. It is 
to the many, the average man, that this book 
is trying to show, in large type and short 
phrases, that he who runs may read, the 
actual weakness, the purely imaginary gi- 
gantic power, of all Big Business: the great 
natural difficulties which ever surround it; its 
usefulness to all; and the mischief of adding 
to those natural difficulties the smothering 
uncertainties of political interference. 

Its usefulness is that it can and generally 
does serve the public cheaply and well. Its 
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weakness lies in widespread unreasoning pop- 
ular hostility, and the timidity of capital. 
The mischief is that in bhndly striking at it 
we hit no one so hard as ourselves. 

Let me illustrate this. 

When I was President of the Chicago Gas 
monopoly, a corporation which was daily 
denounced as a powerful and oppressive 
monopoly, anybody— especially any gutter- 
snipe of a small politician— could walk into 
my office and abuse me and my Company. 
I had to sit and take it. If I had hit the 
fellow, or bid my " minions " throw him out, 
as any self-respecting man would burn to do, 
the press would have denounced me as an 
arrogant corporation bully, and my Directors 
would have censured me for lack of self-con- 
trol. The Legislature, the Council, the 
Courts, the Press, the People, everybody was 
against the Company, and me as its head. 
The Legislature attacked gas rates, the 
Council repudiated gas franchises, the Courts 
dissolved the Corporation as a conspiracy in 
restraint of trade, the Press spread broadcast 
the vileness of the Corporation, and of my 
personal character, with absolute impunity. 
The blackmailers buzzed around the concern 
, like horseflies. Where meantime was the 
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Trust's colossal power? What did it do to 
those upstart Legislatures, Councils and 
Courts? What official, editor, or citizen did 
it harm, imprison or oppress? Whose life, 
liberty or pursuit of happiness did it take 
away? What overt or other act of any name 
or nature did it commit ; further than in 
great trepidation, and under severe financial 
embarrassment, to continue the harmless and 
useful business of making and selling gas? 
Its only other notable performance — and that 
several years later, when it became impossible 
to finance the rapid increase of the gas plants 
demanded by the growth of Chicago without 
legalizing the Company's status — was the 
procurement of an Act of the Legislature 
permitting the operation of the former four 
gas companies as one. For this Act the 
" hold-up " gang in the Legislature is believed 
to have forced out of one of the owners of 
the Company over two hundred thousand 
dollars; though the Act conferred neither ex- 
clusive rights, nor imnmnity from rate-regu- 
lation — nothing but legal status in every way 
beneficial to Chicago! 

Does the reader ask other instances? All 
the Railroads, that are said to own these 
United States, and Congress, and the Legis- 
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latures, could not prevent the passage of the 
Interstate Commerce Acts, and the establish- 
ment everywhere of State Railway Commis- 
sions. All the Trusts together could not stop 
the passage of the Sherman Law, or the pros- 
ecutions under it. Even Mr. La FoUette on 
his own showing was all hy himself too much 
for the huge and rapacious " Interests " of 
Wisconsin : and he is now gayly tackling, with- 
out hesitation, the 36,000 millions of corporate 
capital of the whole United States. Verily 
a brave boy is he: but where is the power of, 
let us say, the mighty giant Rockefeller? 
Why does not he pick up this small champion 
of the people 'twixt thumb and finger and 
drop him over the edge of the universe into 
innocuous desuetude? 

Very likely he might, if he had the power. 
Certainly Wall Street would not long since 
have dropped Mr. Roosevelt, if it could have, 
into a place strenuous enough even for him: 
only it couldn't. What rotten demagogy is 
the rant about the pffoocr of Big Busi- 
ness! 

" But it has money," you will say, " and 
can and does corrupt. There lies its power 
and its menace to the State." 

Not so. True enough, it has the ability 
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to offer a bribe, and sometimes the will. But 
the power to accept or reject lies with the 
Alderman or the Judge. What can Big 
Business do to compel him to corruption? 

Almost nothing. If he is proof against 
money, Big Business cannot use physical 
force, and it is useless, as Mr. La FoUette 
himself has shown, to try political pressure. 
For the last twenty years the hostility of 
Big Business has been a valuable asset, a 
positive God-send to the ambitious politician. 
I myself once tried to beat, for reelection, an 
alderman from one of the working-class 
wards in Chicago, a notorious corruptionist 
and blackmailer. My friends simply laughed 
at my efforts. All he had to do was to say 
that the Gas Company was gunning for him ; 
and come back to office triumphant. He was 
there yet, the last time I inquired. No, 
Big Business cannot hurt such men; they 
have everything to win, and nothing to 
lose. 

On the other hand, they can deal Big Busi- 
ness staggering blows. Regulation, taxation, 
confiscation practically of principal and in- 
terest of property rumiing into the millions, 
lie within their hands. If they want to be 
Ijribed, are determined to be; if that, among 
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other gainful objects, is why they are in 
politics, what they are in office for — the pres- 
sure they can put upon Big Business to com- 
pel it to bribe, under present conditions of 
unreasoning popular hostility, is something 
well-nigh irresistible. I speak by the card, 
for just that pressure forced me personally 
out of public-service-corporation life in Chi- 
cago twenty-three years ago; the demand of 
the so-called " gray wolves " in the Chicago 
Council for twenty-five per cent of the City's 
Gas Bill as a consideration for peace and 
gas appropriations. The Gas Company, in 
the then inflamed state of public feehng, 
dared not turn off the street-lights and leave 
the City in darkness; it was hard up and 
absolutely had to have some $500,000 due 
from the City for gas; and it would not have 
been believed if it had come out openly and 
told the reasons why the City's gas bills were 
not paid. I went in vain to the leading 
editors for support in so doing. Their sus- 
picions, and popular hostility, made the sit- 
uation impossible; and I got out of my per- 
sonal dilemma by quitting the business. 

Where did the people themselves land in 

all this? What did it advantage them to keep 

I the Gas Trust, after its dissolution by the 
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Courts, from financing needed extensions of 
its plant by holding it in uncertain legal 
status for years? What benefit did they 
derive from commissions said to have been 
paid Aldermen, and the huge blackmail said 
to have been levied at Springfield, thanks to 
their own bedeviling of that ill-stari-ed gas 
concern? Has the Interstate Commerce 
Commission benefited the buyers of trans- 
portation? No; the railroads are making 
more money than they made in the old days 
of competition, rate-cutting, fast and loose 
pools, rebates and free passes. What do the 
people of the United States now stand to 
win by breaking up " Standard Oil " and 
" Tobacco " ? Will their after-supper smoke 
or lamphght cost them less because it costs 
the maker more? 

Every honest friend of democracy — es- 
pecially its best intentioned friends, our edi- 
tors, who more than all others are responsible 
nowadays for our wisdom and our folly — 
should lay to heart and conscience one thing; 
that it never helps the community to make an 
impossible situation for the financier, while, 
on the other hand, it seldom hurts him. 

For instance, New York wants subways. 
The pohticians make the situation impossible 
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for the financier, and New York, meantime, 
goes without. Cliicago, for years, wanted gas 
plant extensions and good street railways. 
The politicians stood in the way, and Chicago 
went without, until it got sick of demagogy. 
Germany, not long ago, had a serious differ- 
ence with England and there was danger of 
war. But Germany's financial status was 
mixed, and she found it wise to back down. 
Yuan-Shi-Kai's position just now is not at- 
tractive to the financiers, and the Manchus 
probably must soon yield to the Repubhc of 
China, which seems to be better provided with 
the " sinews of war." As the sporting men 
say, " Money talks." 

Throughout all history the state has never 
made or saved money. States are machinery 
for spending. Saving has always been, and 
unless human nature changes wonderfully, 
will always he, an affair of individuals. So 
long as thrift is rare, then, and the many will 
not save, they and the state must necessarily 
he dependent on the few for all things in- 
volving the use of capital. They must make 
things pleasant for the financier. 

I am not arguing in his behalf. He can 

always take care of himself. No matter how 

» large his capital, there are idways twenty 
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projects oflFering to one that he can finance. 
He can and does pick and choose. I am 
speaking for myself, and other average men; 
for my coimtry, if you will believe me sin- 
cere, and the welfare of the common people. 
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THE " SWOLLEN FOETUNE " AND ITS USEFUL- 
NESS 



Of course it is human nature, of a sort, to 
say to the Rockefellers, "You are too rich: 
we are too poor. Now divide! Life is un- 
fair. The Lord did not make us very ener- 
getic, so we do not work hard ; or very thrifty, 
so we do not save; or very brainy, so we do 
not plan; or very nervy, so we do not risk. 
We can never make any money. But curse 
yoUj who can, and do all these things, and 
are rich! Do you suppose we are going to 
let you get away with it all? We are many 
and you are few. We will leave you just 
enough to keep you alive and working for us. 
With the rest we will eat, drink and be merry." 

It is true that the Creator has not given to 
us all the exceptional powers of the few, in 
making money or in anything else; and He 
is doubtless to be censured for unfairness. 
Yet history records that what He says goes; 
and whenever the many have tried to even 
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up by confiscating the savings of the few, 
and beggaring everybody, the last state of 
that many has been worse than the first. It 
has again and again been proved impossible 
to kill the goose that lays the golden eggs 
more than once. Even pdte-de-foie-gras has 
never been deemed good as steady diet. 

Moreover, there is a nobler, bigger human 
nature that says, " You who have exceptional 
powers, and can do greater things than we, 
go on in the name of progress, and good 
luck attend you! You cannot draw far ahead 
without pulling the world after you. You 
may be selfish; but your great affairs, wisely 
handled, offer us all a job of work, and self- 
support by our own honest toil. If you will 
pay us what we can earn elsewhere, or a little 
more, we will work with heart and back for 
you: and you will be welcome to what you 
can make beyond our wages. Justice is all 
we ask. No favors on either side. We are 
not so mean or foolish as to vdsh to hold 
everybody back because we are slow." 

In spite of politics and muckraking, I am 
happy in thinking that this last expresses the 
good conscience and common-sense of most of 
us better than the other. I hold no brief for 
Big Business. It is quite able to get along 
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without me, and has long done so. But I 
confess that I have no use for the great 
American {or European) "Knocker"; the 
kind of man who, never finding a dollar's 
worth of work for anybody else, liimself able 
to do nothing more, perhaps, than drive a 
vitriolic quill, mercilessly vihfies men a thou- 
sand times more useful to the community than 
he is, because in creating great productive 
industries, tliey also, according to their pow- 
ers, create great fortunes for themselves. 

" The laborer is worthy of his hire," says 
Holy Writ. So is the employer worthy of 
his fortune — worth all he costs the com- 
munity, even though the fortune be swollen. 
All he gets out of it is his board, lodging 
and clothes. He is only a man, like the rest 
of us, after all: and can hardly eat more 
than three regular meals, or wear more than 
one suit at a time. Even though his picture 
galleiy be a dream, his raiment be purple 
and fine linen, and his fare sumptuous every 
day, it seems to me but his due reward for 
finding steady work for thousands of his 
fellowmen, who are absolutely helpless to 
create a job for themselves. Moreover, what 
he spends is all that he costs the community, 
even though he piles up millions and leaves 
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them to his children, wlio often do nothing 
to deserve them. 

Those milhons are not dead treasure, hid- 
den in caverns like the gold and gems of the 
Arabian Nights, or of the East Indian des- 
pots. They are living, growing Capital; in 
railways, factories, mines, buying and selling, 
creating and cheapening, always employing 
more labor and paying more wages, helping 
the world. They are really Trust Funds, 
held by their nominal owner or his representa- 
tives as managers, for the use and benefit of 
us all; a part only of the income going to 
him who created them, and his tribe. If badly 
invested, or foolishly managed, they waste 
away and benefit no one. Their conserva- 
tion, their useful and increasing employ- 
ment — and the use and conservation of capi- 
tal is the essential difference between bar- 
barism and civilization — is the difficult task 
of the captains of industry and finance. 

Therefore they do not seem to me, these 
men of wide grasp, nor the great fortunes 
which they make and wisely reinvest, to be 
mistakes of the Almighty, which it is up to 
" Society " to correct. Both are rather, to 
me, the instruments of a power far above 
that of Society for the welfare of the race. 



I 

L 



138 BIG BUSINESS AND GOVERNMENT 

Had history shown anywhere that the state, 
or the many, in voluntary cooperation, 
had thus successfully created and conserved 
capital for the benefit of all, the case of the 
CoUectivist might be considered proven. 
But so far, especially in our own extraordi- 
nary day, this has been the work of individ- 
uals, thrifty savers, few in comparison to the 
whole; of merchants, manufacturers, bankers, 
transporters, throughout the world, mar- 
shaled and coordinated by the " Money Pow- 
er " — which seems to me the greatest asset 
of the race, viewed from the standpoint of 
its material welfare. 

In Turkey, Persia, India, China, Darkest 
Africa, the Amazon Valley, there is no 
" Money Power," there are no railroads, cor- 
porations, or Trusts. Government, such as 
it is, is the only plutocracy. Are the " com- 
mon people," the savages or semi-barbarians 
of those tax-poor, plague-ridden, famine- and 
flood-devastated countries (though rich in 
natural resources as any on earth) the better 
off for that? Would our common people 
change places with them? 

The Post Office Department recently re- 
ports that the known receipts of " get-rich- 
swindlers who use the mails to de- 
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fraud — of but a few only whose operations 
could be traced— were $77,000,000 in 1911. 
Would not their victims, most of them of 
small means, have fared better at the hands 
of the Money Trust, or if they had intrusted 
their savings to some capitalist of swollen 
fortune? Even granting that there are a few 
— a very few — swindlers to be found among 
such capitalists, would there not at least be 
a solvent somebody to be sued for false rep- 
resentations and damages? 

The greater the fortune, the less can its 
owner afford to be dishonest or selfish; for 
great enterprises are absolutely dependent 
for their prosperity on that of us all. Where 
are the colossal fortunes of the Ctesars? 
Gone, with the wreck of ancient Rome. 

Let us not, then, be so querulous about the 
ownership of the world's capital; but rather 
strive that it shall be well and wisely em- 
ployed, and increased. One thing is certain: 
that it must be owned either as now by in- 
dividuals, or else by the state. Yet, if 
the state owned it all, it would be quite as 
far out of the reach of our private use and 
spending as the swollen fortunes are to-day; 
and it would probably neither be well handled 
nor increase, if we may judge by the pasti 
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A WAY OUT. THE CITY GETS 55 PEE CENT 

The broad facts, as I have set them down 
in homely fashion, and, as I believe, correctly, 
point to the conclusion that as far as eflfectual 
monopoly is concerned the Trusts are f ailiwes : 
that all of them, even those who now seem 
most successful in monopolizing their respec- 
tive fields — except, perhaps, a few natural 
monopolies — ^may safely and wisely be left 
to the tender mercies of time and economic 
law. Further, that business is as democratic 
as poUtics, and its voters as competent to take 
care of themselves and choose their represent- 
atives and administrators as are our Demo- 
crats and Republicans, progressive or other- 
wise, to decide the next presidential election. 
Consequently that they and we need not fear 
the powers so elected, even though some call 
them the Money Trust, the Beef Trust, the 
Predatory Interests; and finally that swollen 
fortunes are useful to the community — cer- 
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tainly at the present point of social evolution. 

Nevertheless, I am well aware that it will 
take many thousand treatises like this, each 
read by many more than will ever read this, 
to persuade the gi'eat American people to 
leave Rockefeller and Armour alone. More- 
over it is not to the interest of our politicians 
to let them do so. Campaigns are to be 
fought, and candidates must have issues. 
Here are a few men, within their own hfetimes 
grown unprecedentedly rich, by applying 
under existing laws the great new discoveries 
and methods of modem commerce to our 
extraordinary national development. What 
shining marks! What manifest issues do 
they presentl " Delenda est Carthago" — 
scilicet Carnegie! 

Plainly a sop must be thrown to Cerberus. 
What for a sop should it best be? Here 
let me tell one more story: 

For ten years prior to 1908, Chicago was 
the unfortunate proprietor of a " Traction 
Question." Five mayoralty campaigns were 
fought upon the general principle that the 
fat must be fried out of the public-service 
corporations of that city, especially of the 
street railways. I am not concerned here 
with the justice of the ease, but merely state 
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the facts. Sleantime the corporations con- 
cerned were between the devil and the deep 
sea of a constantly growing city, demanding 
larger and larger investments in their prop- 
erties, and a constantly increasing political 
menace to the security of the investment they 
already had. All franchises were limited to 
a few years more, and those of the street 
railways were in dispute. For those ten 
years the traction issue was so useful in local 
politics — forfeiture of the railway company's 
property, municipal ownership, etc., were such 
popular campaign slogans— that it was im- 
possible to obtain renewal of invalidated 
railway franchises upon any terms proposed 
by the railway companies. This made the 
situation impossible for the financier: several 
companies went into bankruptcy, and the 
properties were operated for several years by 
the United States Court. The City tried to 
I finance municipal ownership meantime; but 

■ again things were not attractive to the 
I bankers, or even to the people of Chicago, 
I who were supposed to be ready to risk their 
I money in their own service, and that plan 
B also failed. Finally, after the property had 

■ been pretty completely wrecked, and service 
I had become intolerably bad, Mayor Dunne 
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called in Mr. Walter L. Fisher, now Secre- 
tary of the Interior, to effect an adjustment 
of the whole situation. Mr. Fisher was a 
reformer, and a power in Chicago politics, 
though he had never held office, or personally 
profited by the immense amount of work he 
did in purifying the City Council. He is, 
as it seems to me, the fortunate possessor of 
one of the most balanced, yet constructive 
minds in American public life ; and he demon- 
strated that fact by working out in a few 
months a complete agreement between the 
City and Wall Street, for new franchises 
(with reorganization of the Railway Com- 
panies and rehabihtation of their property 
and service) based upon the following gen- 
eral conceptions: 

That good service is the essential desider- 
andum to the public. 

That good service is impossible without 
good equipment; and that in turn is impos- 
sible without sound finance. 

That sound finance is impossible without 
complete security and reasonable return for 
capital invested. 

That complete security and reasonable re- 
turn mean such as mil satisfy the financiers, 
and fetch the money needed. 
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That any surplus above such reasonable 
return, in the case of public-service cor- 
porations, especially " unearned increment " 
due to growth of population, belongs and 
should revert to the community; less a share 
thereof, in the way of a bonus for good 
management and service, sufficient to stimu- 
late the owners and their representatives 
thereto. 

The Fisher adjustment provided, then, 
that the street railways should be valued at 
cost of replacement, less depreciation; and to 
this valuation should be added the cost of 
rehabilitation and of future extensions, plus 
ten per cent construction profit and five per 
cent bankers' commission for financing. 

A five-cent fare was granted — a rate 
known to be ample for profit — with through 
routes, transfers and provision for ultimate 
consolidation of all companies (that is, for a 
natural monopoly), and a twenty-year fran- 
chise providing that at its expiration the 
property should be taken over for the valua- 
tion predetermined as above, or the franchise 
renewed. Meantime, so long as the Company 
should retain its control, the first charge upon 
net earnings should be 5 per cent upon said 
valuation as reasonable return on capital; 
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any surplus above that sum to be divided, 55 
per cent to the City and 45 per cent to the 
Company as bonus for good management 
and service as called for by a joint commis- 
sion representing both sides. 

I have detailed this agreement at some 
length, because it was the first general recog- 
nition, the first acceptance, to my knowledge, 
by the people (to whom it was submitted) of 
the broad principle that the investor in a 
public-service corporation is not a public 
enemy, but is entitled to protection of prin- 
cipal and interest, and a bonus for good serv- 
ice; and that the banker and promoter are 
useful citizens, likewise entitled to fair com- 
pensation for their services. 

One more feature of this notable adjust- 
ment must be recorded here. To divide the 
value of the bankrupt companies' property 
as fixed by the appraisal among their various 
classes of creditors, bond and shareholders, 
was a very complicated affair. The old over- 
capitabzation had been huge, and to scale it 
down equitably was not easy. Perhaps to avoid 
quarrels over real values of pieces of paper 
nominally worth $1000 or $100 each, perhaps 
to avoid popular hostility to a new company 
with many millions of hke paper issues — I do 
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not know — the new Chicago Railways Com- 
panj'' was organized with a nominal share 
capital of but $100,000 and it issued, to the 
various classes of claimants, certificates of 
participation in ownership and profits, with- 
out nominal par or face value. 

The whole adjustment has worked out ad- 
mirably in practice. Security of principal 
and interest with the chance of a moderate 
bonus, is ideal for the investor; five per cent 
commission is fair for the banker; ten per 
cent profit is right for construction and pro- 
motion; 55 per cent of net earnings to the 
City; a 5-cent fare, with through routes 
and transfers, and no flaunting of millions 
of watered stock issues in their faces, 
has been wondrously satisfactory to the 
public. 

The City's share of net earnings is ap- 
proaching $2,000,000 per annum; and is being 
put aside for building needed subways in the 
congested sections. There is no difficulty 
whatever in financing abundantly the growth 
of the railway system, however large it may 
be. The cars, tracks and service are models 
of their kind, and all clamor against these 
" great corporations " has been stilled, by the 
I legend posted in handsome roman letters in 
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every ear, " The City Gets 55 per cent. 
Help the Company to give Good Service." 
The sop to Cerberus is perfect. 

But what has all this to do with the Trusts 
and the Sherman Law? Just this; 
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If, considering all said and done, the Sher- 
man Law is a failure; if time can be trusted 
to destroy monopoly better than the Courts; 
if forced competition is impossible, most of 
the elements of competition being beyond the 
reach of law ; if bigness of business is nothing 
to fear, and the only conditions under which 
business can grow and remain big are those 
of best and cheapest service to the public; 
if bigness is proof of public preference; if 
combination fails to monopolize, and dissolu- 
tion of combination by law fails to dissolve; 
if Little Business has survived its usefulness 
in many lines of trade, and is being left 
to starve to death by its alleged friends, the 
people; if, in short, the Sherman Law and 
the whole attack on Big Business are against 
public interest, and a veritable anachronism: 

If, as I say, all this is true, why not try 
something that works, that appears to har- 
monize Big Business and Government? I 
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mean Mr. Fisher's principle of recognizing 
the great corporation as not a public enemy, 
but a public servant, entitled to fair pay for 
great usefuhiess; its creators as not ex- 
officio criminals, but as veritable trustees of 
large public and private interests, worthy of 
honor and reward. 

Forty years of boodle aldermen, dema- 
gogue mayors, and a misguided press, acting 
on the essentially dishonest principle of " fry- 
ing the fat out of the Chicago corporations," 
demoralized themselves and the corporations 
alike, until many a true tale of shame, of 
franchise-buying and blackmail-paying, could 
be told of that unhappy town; while public 
service went from bad to worse, growth and 
progress halted, real estate values fell, and 
the country was asking, " What is the matter 
with Chicago?" 

It was nothing but a temporary attack of 
something very like kleptomania, that kept 
those with anything stealable away from 
Chicago. Only four years of an honest 
aldermanic majority (elected largely by the 
disinterested work of this same Walter 
Fisher and his near friends in the Municipal 
Voters' League) sutBced to change the whole 
relation of the street railways and the people 
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I from settled hate and disgust to friendship 

I a,nd satisfaction. Chicago is doing business 

■ with none other than the Money Trust, with 

I mutual confidence and respect, and without 

I suspicion of that corruption, which so many 

I of our " progressive " statesmen declare (and 

I a few of them sincerely believe) to be in- 

I separable from what they call the " In- 

I terests." 

I These statesmen may retort that, in this 

case, the Money Trust has at last seen a great 
light, and learned from tliemaelves that cor- 
ruption no longer goes; but I can testify, 
from my personal knowledge, that at least 
two of the public-service corporations of Chi- 
cago were ready to deal with its Council 
openly and aboveboard along much the same 
Unes, full twenty years earlier; yet neither its 
politicians, nor what was more important, 
its leading editors, the molders of its public 
opinion, were then prepared for anything but 
spoliation of the corporations- — private loot 
for the former, pubhc for tlie latter — until 
time and intolerably wretched service dis- 
gusted the people with bad leadership, and 
paved the way for Mr. Fisher's constructive 
work. 

It is probably as useless to look to Congress 



CONSTRUCTIVE SUGGESTIONS 

now, as it was to the Chicago Council then, 
for an honest attempt to take Big Business 
out of politics. Its presence there is too val- 
uable as stock in trade for politicians of all 
faiths. But many of our editors show signs 
of having done with buncombe, and of get- 
ting ready for something really progressive, 
that will tend to set the wheels turning and 
shorten the " bread lines " in our cities next 
winter. Perhaps the people, as usual ahead 
of their leaders, may be ready too, by Novem- 
ber. If so, here are some rough suggestions 
— logically growing out of the various practi- 
cal experiences cited above — of a political 
programme for laying the bogy of Big Busi- 
ness: 

Repeal the Sherman Law; and let such 
States as wish to attack monopoly and unfair 
competition invoke the common law therefor. 
(A suggestion made by many.) 

Pass, perhaps, a United States Law for- 
bidding corporations engaged in interstate 
commerce to discriminate, in any way, be- 
tween patrons anywhere. (Professor Bruce 
Wyman's suggestion.) 

Pass a United States Incorporation Law 
for concerns doing interstate business, legal- 
izing monopoly and combination, not at- 
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tempting to control eonunodity prices, but 
providing; 

That shares of stock shall have no nominal 
par, or face value, but shall be mere certifi- 
cates of ownership of a number of equal parts 
in the assets and profits of the corporation 
issuing them; 

That complete and absolute publicity, even 
of manufacturing costs, shall prevail; 

That shares not issued for cash paid into 
the corporate treasury, but for services, 
property, promotion and the like, shall be 
tied up, and not sold or parted with by origi- 
nal owners, or listed upon public exchanges, 
until after official publication of valuations 
and operations for two years succeeding date 
of issue. Meantime only shares issued for 
cash, paid the Company, to be lawfully sal- 
able and listable; 

That the Bureau of Corporations, or a 
suitable independent Commission, shall fairly 
value all the property tangible and intangible 
of all national corporations, control their 
accounting and publicity and pass upon such 
questions of discrimination or unlawful share- 
sales as may arise; but otherwise shall leave 
the management of the corporations to the 
.judgment of their directors: 
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That national corporations shall be per- 
mitted to pay to their owners, in interest 
and dividends, according to risk involved by 
nature in each business, say the first 7 or 8 
per cent earned net upon the appraised value 
of their corporate property, and half of any 
earnings in excess of that 7 or 8 per cent; 
the other half of said excess to be paid to 
the United States; and finally; 

That it shall be optional with owners 
whether to incorporate under national or 
State laws. 

(A combination of the Fisher plan with 
suggestions made by Mr. Francis Lynde 
Stetson, Mr. George W. Perkins and other 
leading authorities.) 



THEORY OF FOSEOOING SUGGESTIONS 

The theory of these suggestions is, that the 
Common Law actually broke up the Gas 
Trust, for instance, quite as well as the Sher- 
man Law broke up Northern Securities or 
Tobacco; and that neither was, as a matter 
of fact, broken up at all; 

That a United States Law forbidding dis- 
crimination will protect Little Business 
against unfair competition from interstate 
Big Business; and enable the former to live 
as long as its friends, the people, are suf- 
ficiently content with what it can do to keep 
up their patronage; 

That if, as to which I make no guess, a 
national incorporation law would not con- 
flict with States Rights, and would make 
corporations organized thereunder virtually 
at home in every State — ^instead of being, as 
at present, subject to various taxes, im- 
positions and disabilities as foreigners, in 
most States — the advantage of freedom there- 
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from, and from legal persecution by the 
United States, would be great enough to 
justify them in dividing with the United 
States all profit in excess of that necessary 
to finance growth; 

That with complete publicity real values 
of property and market values of shares could 
not remain far apart; and that 7 to 8 per 
cent profit on the former would put a pre- 
mium on the latter suflicient to make it easy 
to sell new issues as required for growth — an 
absolutely essential requirement ; 

That two years' ripening of new issues, 
with pubhcity of earnings and valuations 
before permitting the issues to be marketed, 
would protect investors sufficiently against 
promotion frauds; 

That the payment to the United States 
gratis of half the net earnings above a rea- 
sonable return on capital, and the govern- 
ment supervision necessarily involved, would 
insure fair prices for commodities, would 
take the curse of popular hostility off Big 
Business, just as the " City's 55 per cent " 
did for the Street Railways in Chicago, and 
would lead to very large popular investment 
in the shares of corporations so monopolized; 

That in appraising nationalized corpora- 
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tions' property, the Commission would pro- 
vide fairly, as the Fisher plan did, for pro- 
moters' profit and bankers' commissions. For 
without these their brains and money will go 
elsewhere. 

I have borne in mind another thing which 
is generally lost sight of in considering Big 
Business as it is, and as it ought to be, 
namely ; that our modern view of it is entirely 
an evolution of recent years. It seems to 
me neither just to judge prior conduct ac- 
cording to subsequent law; nor wise hastily 
to reverse past evolution by future experi- 
mental prohibition. 

Much is said of the power of the corpora- 
tions and that they derive that power from 
the State, and consequently that their owners 
are in a sense robbing the State by appro- 
priating its powers for theii- private use. 

As a matter of fact, the State is feebleness 
itself to create real power. A few years ago, 
in order to clear its records of defunct cor- 
porations, the State of Illinois passed a law 
that all those which did not report and pay 
an insignificant tax, $1.00 I believe, every 
year, should after one year be declared dead 
and buried, and their names and charter 
powers — all they had — should be wiped off 
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the books of State. Several thousand of them 
were in due time so wiped off, whose thin and 
empty carcasses, as tenuous as those of last 
year's midges caught in the dusty cobwebs 
of some windowless and abandoned habita- 
tion, testified eloquently to the feebleness of 
the State. They were mere possibihties, dead 
before bom. They had neither stockliolders 
nor property nor business; not a vestige of 
life, or of the bones, flesh and blood of trade. 
Yet the great State of Illinois had put forth 
for them its entire creative powerl 

It is the theory of these suggestions to 
encourage men to give substance to these 
shadows. When I was young " the bigger 
the better" was the popular opinion regard- 
ing business. A man put his money into a 
railway, as into a grocery, for his own profit, 
without thought of duty to the public imposed 
by a bare empty certificate of incorporation, 
whose transformation into a living working 
entity was left entirely to him. Rebates to 
large shippers were recognized as fully as 
fair as discounts to large grocery buyers. 
Unhmited competition was a matter of 
course. A man put in his money, took his 
chances, and expected all the profit the traffic 
would bear, accepting all its risk. 
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Now this is all changed. Because business 
has grown big and fortunes great, we would 
now limit profits. If so, we must also guar- 
antee them, to an extent sufficient at least 
to fetch the money needed. If the public 
must share the profits of big business, it 
must also partake of its losses. This is just, 
as well as practically unavoidable. 




In all these premises and conclusions I am 
concerning myself with the future, and use 
the past only for illustration. I admit freely 
that much has been done by the Trusts and 
Corporations in the past that now we think 
was wrong, and not a little that then we 
knew was wrong. But then as now their 
every act was dictated by a man, or men ; and 
if the people must have vengeance, it should 
be taken on persons, not things. It is as 
stupid to punish the business, as it would be 
to hang the automobile that killed the child, 
instead of the chauffeur. 

Very likely it may be hard to punish 
those guilty men. Statutes of limitation, 
immunity baths, defective evidence and the 
like, may let many of them off scot-free. 
In some cases I should regret this, in 
others not. But, " It will all be the same a 
hundred years hence," probably, whether 
these particular men are punished or not. 
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What will not be the same, however, is the 
material prosperity of our country and its 
common people, if we fasten upon its great 
commerce, forever, tlie dead-weight of their 
ignorant, prejudiced hostility; the curse of 
envy, hatred and malice betwixt poor and 
rich. 

The tendency of public opinion is more 
and more to regard Big Business as " fraught 
with a public interest," to place it under 
political control. This makes the position 
of financiers and managers who must needs 
provide ever increasing capital increasingly 
dangerous. They can forecast well enough 
the natural conditions affecting a given enter- 
prise; but the cross-currents and eddies of 
politics — never. The law of trade is that 
profit decreases as investment and volume of 
business increases. What the great financier 
desires is not so much high rates of return, 
as security of principal and fair interest, 

Of one tiling we may be absolutely sure — 
that he will always take care of himself. 
A big man is endowed with mental gifts 
that the utmost might of the people cannot 
take away from him. He will always be 
above the crowd. Until recent times his 
power was political, and was the only power; 
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wealth came with it. Now he may be either 
politician, or man of affairs. Kither way 
he is a power; and it is better to have de- 
mocracy and plutocracy, each a check upon 
the other, than autocracy or oligarchy alone 
and unchecked, as of old. 

True statesmanship and patriotism seem 
to me to urge the recognition of power wher- 
ever found, and liberal compensation for its 
use. Commerce is continent-wide or world- 
wide in these modern days and must be con- 
trolled by organizations of commensurate 
size. They again must be dominated by 
minds of continental scope, to say the least. 
Big Business, big men; and big fortunes to 
be made, sure enough! But these are big 
days and growing bigger. Those who can 
swing billions, if their country will but treat 
them fairly, will well repay their cost. If it 
will not, there are other countries and other 
enterprises eager for their force and for- 
tunes. They will not starve. 

Even as things are, apart from what their 
purely selfish activities accomplish for the 
race, consider their unselfish ones. There is 
hardly a work of public spirit, philanthropy, 
education or charity, going on anywhere in 
our land that is not mainly supported by the 
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time and money of the very rich, freely given. 
Conscience seems to grow with wealth. Some 
day even the beautiful dream of the Sociahst 
may come true, " From every man according 
to his power; to every man according to his 
need." The masters of Big Business may 
sometime rise to the height of putting their 
great abilities at the service of the state, for 
the same wage as meted out to all citizens 
without distinction. If so, they will create a 
terrestrial paradise for our old friends, and 
ever with us, Messrs. Weary Wraggles and 
Dusty Rhoades; and no doubt will be soundly 
cursed by the latter as tyrants and usurpers 
of all power. 

But now, while every demagogue in the 
land is twisting the tail of the " Money 
Power " with all his might, not only with 
absolute impunity, but confident of gain 
thereby, why should we, the whole people of 
the great United States, he afraid? 

Years ago a fond Chicago mother was 
scolding her little girl for playing truant, 
and riding around on the old Rush Street 
Bridge, which then, as now, swung open many 
times an hour, to let the lake vessels into the 
Chicago River. " Supposing," she tragically 
""ed, " supposing my little Josephine had 
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been drowned!" "Well, Mamma," retorted 
the practical kid, " what's the use of s'posin', 
ain't I here?" 

What is the use of our all heing stampeded 
I by the vivid imaginations of our dragon 

slayers? We have not been swallowed alive; 
1 we are all here. We can search Big Business 

I almost in vain for any prospect of lasting 

extortion or artificial monopoly; and natural 
! monopoly has long ago accepted Goremment 

I control. 

I Let us, then, measure up to our size, stop 

I running away from shadows, quit chasing 

'\ rainbows. If special privilege has been our 

public policy, and men have taken advantage 

of it, let us not curse thetn, but change our 

policy. If the world has grown, and some 

of us have not grown with it, and the rest 

of us find them now too small to be of future 

service, and desert them, let us be honest and 

damn ourselves for going back on old friends. 

Equality of opportunity? Yes, we may 

strive for it ; though conditions will be against 

us, and an approximation will be the only 

result. Equahty of ability ? Nature is 

against us, and we cannot alter her decree. 

Equality of reward? An iridescent dream! 

Let us end dreams, see things as they are. 
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and be just, or generous — if you choose — ^to 
those who go farther, fare better and do 
more for themselves than we do; for they 
must, at the same time, whether they wiU or 
no, do far greater things for the community, 
since none of us have so large a property 
stake in its prosperity as they, 

I have set down these reminiscences and 
suggestions, in the public interest as I see it, 
with all sincerity and in deep feeling. For I 
hated bitterly to retire from corporation life 
years ago, with fairly clean hands, to be sure, 
but beaten by the worse than useless preju- 
dice of press and people in an honest eflFort to 
do justice, alike, to my fellow citizens and my 
stockholders. Now that time and tribulation 
have, as I hope, mellowed the temper of us all, 
these tales may be read as the contribution of 
one who has sujBFered toward a better popu- 
lar understanding of the right relations be-^ 
tween Big Business and Government. 



XXVIII 

MISCHIEF OP PRESS PREJUDICE. HOW TO 
BLACKMAIL BIG BUSINESS 

Perhaps, since the Lorimer investigations, 
the ways of " the Boys '' in the Legislature 
at Springfield have changed: but when I was 
unlucky enough to be familiar with them, 
back in the '80s, they were artists in black- 
mail. 

According to the best information I could 
get, the State Senate, at that time, was ruled 
by a corrupt majority of professionals, whose 
permanent business was membership in that 
body, and in one or other party organization. 
Democratic or Republican, in the large cities 
of Chicago, Peoria and East St. Louis, and 
a few of the smaller cities of Illinois. The 
House of Representatives was reported to 
me as consisting one-third of old-time dis- 
honest professionals, who cooperated with the 
majority in the Senate, one-third honest wise 
men, and one-third honest fools. The pro- 
fessionals came back session after session, and 
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generally elected the Speaker of the House, 
and organized the Committees, dividing the 
important Chairmanships among them. A 
thorough working understanding existed be- 
tween the Democratic and RepuWican leaders 
upon most hu^ness questions. 

Soon after the beginning of each session, 
one of this corrupt crowd in House or Senate 
(let us call him O'Brien) would prepare a 
bill reducing telephone rates in cities of over 
500,000 people (which in Illinois could only 
mean Chicago) from $125.00 per annum to 
$3.00 per month. He would take this bill to 
one of the honest fools, from Chicago, if 
possible — though usually he had to go out- 
side of the city to fill the part properly — 
and say to him, '" Don't you want to do a 
good thing for yourself and the people of 
Chicago? Here is this Chicago Telephone 
Company, a cursed monopoly, charging 
$125.00 a year there, and only $30.00 down 
in the country towns. Everybody says it 
is an outrage, and the man that stands 
sponsor for a bill abolishing such a steal 
will be the most popular poUticIan in Illinois. 
Don't you want to he the man? I would in- 
troduce the Bill myself, but I am chairman 
of the Committee it will surely be referred 
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to, and would find myself in an awkward posi- 
tion, pushing my own Bill through the 
Committee. You can have the credit, 
and the bill will bear your name, if you 
will introduce it; and I will see that it 
passes." 

The honest fool bums with indignation 
against the Telephone Company at once, and 
is not at all averse to getting into the spot- 
light in so popular a cause. He introduces 
the Bill, which goes as intended, to the Com- 
mittee of which O'Brien is Chairman. The 
newspapers announce that Mr. Greenhorn 
has introduced a bill regulating the telephone 
octopus. The following Friday the Legis- 
lature adjourns, as usual, over Sunday, and 
Saturday morning Mr. O'Brien appears in 
Chicago. He sends a friend, Mr. Fitzgerald, 
to the President of the Telephone Company 
with a message hke this: 

" You observed that Greenhorn Telephone 
Rate Bill, doubtless? It is in O'Brien's Com- 
mittee, and you had better kill it right there. 
It will not cost much, only a few hundreds, 
in its present stage. You can have a rep- 
resentative appear before the Committee in 
open session and let off a lot of hot air about 
cost of doing business, heavy service rendered. 
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and all that, and if you do right by O'Brien 
he will get you an adverse report on the 
Bill; or if you prefer he will just forget it 
and let it die in Committee for want of 
breath." The Telephone president replies to 
this overture " Nothing doing," for two or 
three weeks: hearing from Mr. O'Brien, who 
grows more and more impatient, each Satur- 
day. By and by the latter sends some one 
to the Springfield reporter say of the Chicago 
Tribune, and gives him a " straight tip " as 
follows : 

" Have you newspaper men got your eye 
on that Telephone Rate Bill, which seems to 
have gone to sleep in O'Brien's Committee? 
What is holding it there? Why don't they 
report it out? What mysterious powerful 
influence is at work to defeat the will of the 
people?" 

The reporter promptly telegraphs his 
paper, and next morning it has a scare head- 
line, " Mysterious Disappearance of the Tele- 
phone Rate Bill. Sinisiter Influences at 
Work Against Relief for the People." A 
column of imagination, picturing the wrath 
of honest Mr. Greenhorn at the smothering 
of his oflFspring, the depravity of the Tele- 
phone Company and its secret methods, and 
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the vigilance of the press, follows the head- 
line; and the fat is in the fire. 

Next Saturday Mr. O'Brien's message to 
the Telephone px-esident changes. " Now 
you must act quickly! but it will cost you 
more. The confounded newspapers are on 
to the fact that the Bill does not come out 
of Committee, and O'Brien can't hold it much 
longer. The Boys on the Committee demand 
more money. It is too risky, while the papers 
are calling for a report, just to lose the Bill 
accidentally. It must be reported out ad- 
versely, and the Boys will hear from it next 
election, and must take the burden of defend- 
ing their course. If the Company does not 
' come across ' with $1,000 the Bill goes to 
third reading next week." 

Still the Telephone president answers, 
" Nothing doing," and the Bill goes to third 
reading; and after two or three weeks of 
increased demands for " killing the Bill on the 
floor " (which is hardly ever tried) it passes 
the House and goes to the Senate. 

There the same pressure is repeated, only 
worse. For there is a solid majority in this 
upper house that can do what it pleases in 
short order with any biH. But by this time 
it is well along in the session, and this Bill 
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is normally low down on the Senate Calendar. 
If merely ordinary le^slative delay can be 
secured, it will not be reached before ad- 
journment. Delay is, therefore, tlie Tele- 
phone Company's game. It is also the black- 
mailer's game, for he does not wish the Bill 
to pass! That would kill the goose that lays 
the golden eggs. All he wants is to be bought 
off for not passing it. 

In my day, a few of the telephone and gas 
companies and two or three of the railroads 
formed a sort of informal defense association 
against blackmailing Bills. Each of the 
former could reach a friend or two in House 
or Senate, and the railroads had free passes 
and like favors to bestow: for at that time 
all politicians expected to ride free and carry 
their friends also. Between us we could gen- 
erally manage to delay consideration of purely 
blackmail bills, until too late for passage, 
without paying cash blackmail or bribe 
money. Each company always emploj'ed an 
attorney or two, high in the party organiza- 
tion of each political party, whose main duty 
was to head off blackmail; and, beside, con- 
tributed a moderate sum, a few hundred dol- 
lars per session, to the salary and expenses 
of two or three lobbyists, always on watch 




L 



MISCHIEF AND PRESS PREJUDICE 19I 

at the Capital, lest something should " get 
away from " its proposers, and become un- 
manageable- 

It never but once was my lot to be com- 
pelled to consider applying either to City 
Council or Legislature for any kind of char- 
ter, franchise or affirmative legislation; and 
then / did not apply. It was generally be- 
lieved among contemporary corporation man- 
agers to be impossible to secure such legisla- 
tion without paying toll to the Boys. To 
beat blackmail Bills was easier; and during 
my fourteen years of public-service-corpora- 
tion management in Chicago, no money was 
expended by my companies in connection with 
legislation except as above. Other concerns 
were not so fortunate; and their managers 
talked freely amongst themselves. One man 
said to me cynically, one day, " I trade with 

" {naming a well-kno^vn Alderman) 

" because it pays; but I do it alone, by myself 
with him, together in a locked room. It is 
penitentiary business; and if it ever came 
to a show-down, my word would be as good 
and probably a little better than his. He is 
a man of ability and knows enough to stay 
bought: and he comes back term after term. 
The rest are so infernally greedy that you 
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cannot get through paying them; and they 
are always getting heaten for reelection and 
making room for bigger and more dishonest 
fools than they. If the people of Chicago 
insist, as they do, upon reelecting such men 
to manage this great City and control such 
great properties as ours, the fault is their 
own for being everlastingly sold out as they 
are. I have no more hesitation in buj-ing 

, than in_ buj-ing a pound of beef. 

We are serving a great public need, on the 
whole cheaply and well. Buying these rascals 
is a part of the cost of service, which the 
people put on us. Well, they pay the hill! " 
Another man (not a Chicagoan) once said 
to me, " Our franchise runs out in five years. 
What are we going to do? The City said 
to us fifteen years ago, ' Here are the streets : 
use them for twenty years, make all the 
money you can on a five-cent carfare mean- 
time. At the end of twenty years we will see 
what we will do next.' So we put our money 
gayly in; but fifteen years is not very long 
in the life of a city, and here we are up 
against it to-day: we ought to build up such 
and such extensions, such new power houses, 
order new cars and relay tracks. But we 
can get no guarantee for longer than five 
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years; whereas we ought to build and plan 
for twenty-five at least. Meantime we have 
to deal with a lot of politicians who are 
waiting for the time when we shall have a 
great property and business in the public 
streets, without a rag of legal right; when it 
will be theirs to say who shall own and oper- 
ate it, at what rates of fare, etc.; while the 
press is clamoring that we have robbed the 
people for fifteen years, and it will be the 
people's turn five years hence to rob us. 
What am / going to do meantime? I have 
a great property to protect and daily public 
service to provide, and always between my 
stockholders and the people intervenes an 
organized band of thieves. My only way 
out is to give up several hundred thousand 
dollars to the latter, and do it iiow, so as to 
go on intelligently with plans for the next 
five years and after; or else to run the prop- 
erty for all it is worth, for the five years 
only, without putting a dollar into it that can 
be saved; pocket the people's nickels, and at 
the end leave a worthless, worn-out carcass 
of a street railway to those who come after. 
Meantime, the public must stand it. They 
elect the Alderman. And the press must 
be responsible. /( misleads the public," 



194 BIG BUSINESS AND GOVERNMENT 

My friend hit the mark in his last sentence 
— ^the press is responsible. The press and the 
Courts are the only forums in which the cor- 
porations can publicly appeal to the people — 
and even the Courts are public in practice only 
through the press. The press and the people, 
all of us indeed, have been " barking up the 
wrong tree " in our efforts to stop corruption. 
The bribers, officers of great corporations let 
us say, are always in danger of the law, as 
it stands; more penal law cannot materially 
add to their peril, or deter them from old and 
familiar crime. Hanging has never yet pre- 
vented murder. It is of little use to threaten 
the corporation people. The salient point of 
successful attack upon corruption, as indi- 
cated to me by experience, is the personnel of 
councils and legislatures. If the, people will 
but elect men who cannot he bribed^ who 
will not use their enormous power to injure 
corporate property to compel its owners to 
bribe, corruption will cease. But it .will 
never cease so long as the past and present 
highly organized machinery for compelling 
bribery continues to exist. 

For its destruction we must look to the 
publishers, editors and reporters of the daily 

« 

papers. 
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Had I been able, had my contemporaries 
been able, in the days of which I write, to 
count upon the press to help us resist black- 
mail and corruption, instead of preparing the 
soil for it by sowing deep the seed of hatred 
and suspicion, most of these corporation man- 
agers, gentlemen who were honored and 
trusted in every other walk of life, would 
deservedly have been honored and trusted in 
their quasi-public service too. 

It is much the same to-day. The rest of 
the world cannot march on if the press pulls 
back. We may fairiy demand that itj too, 
along with politics and Big Business, shall 
respond to the spirit of the " uplift," and 
perform its noble function of disseminating 
accurate news and molding sound opinion 
unselfishly, honestly and impartially, for the 
conmion good. 
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CONCLUSION 



I AM aware that, in standing thus, to a 
certain extent, for things as they are, I am 
espousing an unpopular cause. Judging 
from old experience in my corporation life, 
I shall be rated as a reactionary, of " the 
classes," and against " the masses " ; as a 
mere worshiper of bigness, Big Business, big 
men, and all I say will be " discounted " 
accordingly. 

I do not so rate myself, though I own 
to admiration for great ability. I certainly 
am not of the big man class; my achievement 
in the world of bigness having been too in- 
considerable. To do very big things, a cer- 
tain moral robustness, hardness if you will, 
is essential. A big man must not be squeam- 
ish; and if small things block the way of a 
big thing, his sense of proportion must bid 
them stand aside. Such ruthlessness has not 
been within my temper, else I might at this 
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moment be an effective monopolist and ex- 
tortioner. 

No, I do not apologize for or gloss over 
the wrongs done now and again by Big Busi- 
ness, the bullying, the sharp practice, the 
corruption; they are plain to see. My con- 
tention is that the great mass of the trans- 
actions of Big Business are morally quite as 
defensible as those of little business; and 
economically are far more beneficent to the 
community. As to big business men — and it 
is really a question of men — I cannot bring 
myself to believe that any considerable pro- 
portion of those to whom we all turn, at once 
and first, for moral and material support in 
every public and private cause, whether of 
philanthropy, education or good citizenship, 
should, in their business relations to the whole 
community — alone of all their social relations 
— ^be actuated only by greed, be dishonest, 
" predatory " and detestable. 

The Socialist considers every rich man a 
thief, and all Capital a crime. Certainly the 
great majority of Americans, so far, deny 
these propositions. Personally, I cannot 
consider that instinct to be false or wrong, 
which, implanted by Nature in the breast 
of every living thing, says, " That which 
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I have created with my own brain and 
hand is justly mmeJ^ I cannot logi- 
cally limit that instinct to those whom 
we classify as " the poor," and deny it to 
those others we call " the rich " ; while, 
economically, its universal diffusion and 
operation have resulted in all the advances 
boasted of by civilized countries. 

If I understand pragmatism, I am a prag- 
matist. I do not believe that any great 
phenomenon of the material universe, or of 
organic or social evolution, can appear, wax 
mighty and persist, unless it develops in ac- 
cordance with natural law and the ultimate 
good. Its growth and permanence to me 
presuppose its usefulness ; and the superiority 
of the forces which develop to those which 
oppose it. Death itself has never been able 
to extinguish life. 

Such is my theory of Big Business, big 
fortunes, big men. They exist and persist 
for the benefit of us all, and are everywhere 
accompanied (as cause or effect, or both) by 
a general advance in material prosperity, 
which carri.es, certainly, the lower (and per- 
haps the lowest) classes, so called, propor- 
tionately farther along than the higher; as, 
for instance, the American laborer is better 
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off in proportion to Sir. Rockefeller, than is 
the low-caste Hindoo in proportion to the 
Gaekwar of Baroda. They are the product 
of forces older and stronger than government : 
for as language comes 'first, and grammar 
(the law of language) comes afterward, so 
population and property come first, and gov- 
ernment of both comes later. 

Stronger still, strongest of all, and utterly 
beyond the power of government to create, 
regulate or destroy, is the force of human 
ability — the power of the exceptional man- 
Government cannot compel him to use it for 
the common benefit; but we others, the peo- 
ple, may persuade him to do so, by decent 
treatment. 

This, then, is the end of my sermon. Let 
us average men put away the gospel of envy, 
hatred and maHce; and be not grudging to 
those capable of greater material prosperity 
than ourselves. Let us try them at the bar 
of a generous and enlightened pubhc opinion, 
condemning not success but selfishness; and 
stimulating honest effort in the common serv- 
ice with the reward of our confidence and 
admiration. As they prosper, let us so con- 
duct ourselves, that more and more they may 
remember the fine old chivalrous motto. 
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'^ Noblesse oblige ''; and in mounting higher 
and higher may farther up smooth the as- 
cent for all mankind. 

And let us, for our own part, in rugged 
independence and honest self-respect, ask no 
alms from man or government; but do our 
best to carry each his own weight, up the 
rough hill of life to the level justly marking 
his personal contribution to the common good. 

Must " Society," then, do nothing to lift 
from the individual full responsibility for his 
own welfare ; nothing to even up betwixt man 
and man? 

Yes, it can do a few things. The com- 
munity can see that the child, who came into 
the world without fault of his own, shall 
have a fair chance for sound mind in sound 
body, for usefulness in life. It can protect 
the man, and itself, against bad housing, im- 
pure food, vice and crime, occupational peril. 
It may even, sometime, prevent the marriage 
of degenerates, and " breed up " the race as 
a gardener grows a rose. It may say to each 
of us, " Thou shalt not so use thine own as 
to injure that which is thy neighbor's." All 
these are negatives, self -protection, the exer- 
cise of police power, sociology. 

But when it comes to economics, to ajfirma- 
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tiveSj to saying, " Smith shall work, Brown 
shall employ, Jones shall buy, Robinson shall 
sell, thus and so " — ^history has been one long 
record of failiwe of such attempts to control 
human labor and the course of trade. 

The Superintendent of the United States 
Coast Survey once told me, that putting in 
a new breakwater or jetty in a harbor is al- 
ways more or less of a gamble; that the engi- 
neers never can tell what new twist the local 
currents will take because of it, and where 
new sandbars will form to choke old channels. 

So it is with the tricky and shifting cur- 
rents of trade; the effect of legislation in- 
tended to guide, limit and control it can never 
be accurately forecast. Only one thing we 
know, both a priori, and by long experience — 
namely, that when the blundering hand of 
law imposes artificial and unnatural restric- 
tions upon trade, the richest and ablest mas- 
ters of trade know best how to take advan- 
tage of or evade the law; amd the community 
suffers! 

If I were a Progressive I should not care 
to progress backward. Four words would 
sum up my economic creed, my political 
slogan, to wit: 

" Free Labor, Free Business." 



